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CURRENT PROPOSALS FOR THE ORGANIZATION 
OF CONSERVATION AND LAND-USE PROGRAMS 
IN AGRICULTURE, THE UNITED STATES 


M. Harpin 
University of Chicago 


HE present purpose is to set forth and criticize current pro- 

posals for administrative organization of agricultural conser- 
vation programs as found in the Hope and Aiken Bills and in the 
analyses of the Department of Agriculture (USDA).! Many signs 
point toward an early, full-dress reorganization of administration 
in agricultural conservation programs.? There are impressive diffi- 
culties. The farm organizations are divided in their interests and 
proposals. Considerable friction exists between the Land-Grant 
Colleges and certain agencies in the USDA, between the USDA 
(especially the SCS) and the TVA, and between the SCS and the 
Field Service Branch of PMA (the old AAA organization). No little 
difference of viewpoint is manifest, even between Republican lead- 
ers in the Senate and House; indeed, it may be that a gulf is devel- 
oping between the Senate and House Office Buildings over agricul- 
tural policy. 

All this means that new agricultural policy will not be easily 
evolved. One concludes further that when new and comprehensive 
policy does come it is likely to be with us for many years. The last 
major revision of agricultural policy was in 1938. The difficulty of 
the process of policy formation bespeaks a continuance of whatever 
legislation finally emerges. 

1 Other abbreviations used include Soil Conservation Service (SCS) and Pro- 
duction and Marketing Administration (PMA). 

2 In addition to what follows, the farm organizations have proposals on the sub- 
ject; the Hoover Committee on Organization of the Executive Branch of the Gov- 
ernment has groups working on both agricultural activities and federal-state rela- 


tions; and the National Planning Association has a pamphlet in preparation on 
federal-state-local relations in agriculture. 
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This paper pretends to no exhaustive analysis of the forces be- 
hind various proposals and the institutional processes of pressure 
and policy formation involved. It is neither possible nor desirable 
to divorce policy formation from the play of interested groups. 
Even the field hearings of the House Committee on Agriculture in 
1947 testify to the pervasiveness and energy of agencies and associ- 
ations in organizing and presenting testimony. Farm organization 
representatives were, of course, generally present, as were state 
commissioners of agriculture. In the Kansas City, Missouri, Hear- 
ings (Oct. 29, 1947), eight men, all soil conservation district super- 
visors or officers in state associations of supervisors, spoke for SCS. 
One county AAA committee sent in a memorial. In the Mont- 
gomery, Alabama, Hearings (Oct. 40, 1947), 27 farmers testified 
of whom 17 were particularly interested in the continuance of one 
part or another of the AAA program while five especially favored 
the SCS. The Farm Credit Administration and the Rural Electrifi- 
cation Administration were often subject of strong endorsements. 
Occasionally some farmer would emphasize that he was represent- 
ing no government agency. 

These remarks suggest two broad observations, although neither 
will be further developed here.* First, the issues over the organiza- 
tion of agricultural administration are generally presented by 
groups and agencies in terms of their own estimations of their own 
interests. The issues arise over the division of administrative author- 
ity. There is apparently no discussion of the possibilities of political 
decentralization so that responsible political decisions in agricul- 
tural policy might be made at some level other than Washington. 
Of course, no firm line can be drawn between what is political and 
what is administrative.* Second, the field hearings suggest the sig- 
nificance of thorough studies of attitudes and opinions among farm- 
ers relative to soil conservation, credit, regulation of production, 
price supports, etc. Federal programs since 1933 appear to have pro- 
foundly influenced farmers’ attitudes. We ought to try to under- 
stand the effects upon the structure of opinion in agriculture of the 
programs we have, their rationalizations, and the forms of their 
administration—especially the AAA committee system and the 
soil conservation districts. 


3 Cf. Charles M. Hardin, “Reflections on Agricultural Policy Formation,” 
American Political Science Review, Oct., 1948. 

4 See, e.g., V. O. Key, “Politics and Administration,” in L. D. White, ed., The 
Future of Government in the United States, Paul Appleby, “The Influence of the 
Political Order,” American Political Science Review, April, 1948. 
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I. Tue AGRICULTURAL Act oF 1948 


For a grinding year, Congressmen, Senators, their advisers, mem- 
bers of the USDA, farm organization leaders, and many others 
have worked hard to shape new agricultural policy. In the final 
minutes of the 80th Congress and with some acrimony, both 
houses accepted H. R. 6248 as recommended by the conference 
committee.’ Otherwise the amended Acts of 1941, which provide 
price supports at 90 percent of parity or comparable price for the 
“basic” and “proclamation crops,” would have soon expired; sub- 
sequently, the legal basis of the farm program would have reverted 
to the AAA of 1938. 

The House of Representatives acted in effect temporarily to ex- 
tend the current situation. But the Senate substituted the compre- 
hensive Aiken bill. Conferences met exhaustively, finally to agree 
upon a measure which combines the House Bill with that part of 
the Aiken measure which revises the parity program.® 

The stop-gap part of the Act extends the loan-without-recourse 
support of cotton, wheat, corn, tobacco, rice, and peanuts, to June 
30, 1950, at 90 per cent of parity, except for those producers who 
reject proposed marketing quotas. 


What Congress Did Not Pass 


The legislation described omits all current proposals for reorgan- 
izing the administration of agricultural programs. During 1947 the 
House Committee on Agriculture and a sub-committee of the 
Senate Committee on Agriculture and Forestry held hearings pre- 
paratory to drafting long-range agricultural legislation. 

In July, 1947, as the first session of the 80th Congress closed, 
Congressmen Hill (R., Colo.) and Cooley (D., N. C.) and Senators 
Reed (R., Kan.) and Stewart (D., Tenn.) introduced identical bills 
to reorganize the conservation programs, chiefly by assigning the 


5 The action was taken in spite of a previous announcement by the House Commit- 
tee on Agriculture that it would not report a long-range farm bill in this session. 
Congressman Hope noted that “There is ter unanimity on the part of farm 
organizations of this country on this bill than on any important agricultural bill 
with which I have been familiar.’’ Southern Democrats were bitter critics, especially 
of the new parity formula, asserting that undue pressure was brought upon the 
House conferees because of Republican needs for long-range farm — on the 
eve of their Philadelphia convention. Senator Russell remarked that the Senate 
conferees “deserve the very highest accolade for imposing their will on the House.” 
The Senate accepted the conference report; the House, on a division, accepted it by 
ayes 147, noes 70. 94 Cong. Record, 9448, 9508-16, June 21, 1948 (Daily Ed.) 

_*See C. Kyle Randall, “Many Changes in New Farm Act,” The Agricultural 
Situation, Aug., 1948, also, “Summary of ‘Agricultural Act of 1948’,”” BAE, USDA. 
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Soil Conservation Service (SCS) to the Extension Service at Wash- 
ington and routing soil conservation work largely through the Land 
Grant Colleges. Congressman Jensen (R., Ia.) immediately intro- 
duced legislation with the counter effect of organizing conservation 
work through the SCS, which would have been strengthened ac- 
cordingly. In October, the Secretary of Agriculture proposed a 
reorganization of agricultural field administration different from 
either of the above. 

Congress met again in January, the word being that Senator 
Aiken was determined to pass long-range legislation at once but 
that Congressman Hope felt the time not yet ripe. On March 15, 
Senator Aiken and others introduced S. 2318. On March 30, Con- 
gressman Hope countered with a measure diametrically opposed, 
H. R. 6054. The Hope bill never emerged from committee. The Ai- 
ken bill, significantly amended, was reported favorably, was given 
priority by the Republican Policy Committee, was amended on the 
floor, and passed. The need for accomplishments citable at the 
Republican convention in Philadelphia may have stimulated ac- 
tion. 

It is certainly significant that Congress passed parity revision of 
such controversial nature as to threaten the harmony between the 
corn and cotton wings of the Farm Bureau,’ while failing to act 
upon reorganization proposals. One reason for failure is the con- 
flicting nature of proposals, each of which is strongly backed by 
powerful administrative organizations and groups. Another reason 
for holding reorganization in abeyance, of course, is the real pos- 
sibility of a Republican victory. Whoever becomes Secretary of 
Agriculture, unless he would sharply break with precedent, will 
confidently expect to reorganize the department. It is clear that 
the administrative structure in agriculture has become as contro- 
versial as the content of agricultural price policy. The remainder of 
this paper will be devoted to the Aiken, Hope, and USDA proposals 
on the subject. 


II. Tur AIKEN PROPOSALS 


S. 2318 was introduced by Messrs. Aiken, Bushfield, Wilson, 
Thye, Thomas of Oklahoma, Ellender, and Lucas.* It sets forth a 


7 Reference is to the controversy over adoption of the resolution on the “Farm 
Program,” Chicago, Dec., 1947. 

_* Reference should be made to the thoughtful statement accompanying the 
original bill, “Long Range Agricultural Policy and Program,” Senate Report No. 
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declaration of policy which has the virtue of comprehensiveness. 
Agricultural policy is placed within a framework of the general 
welfare. Cooperative administration between the Secretary of 
Agriculture and the agencies of the several States is designed to 
achieve abundant agricultural production as related to nutrition 
and clothing needs; flexible income supports; improved methods 
of marketing, distribution, etc.; to regulate interstate and foreign 
commerce in the basic crops (cotton, wheat, corn, tobacco, rice, and 
peanuts); to expand marketing agreements for selected commodi- 
ties; and to provide for price supports of highly perishable products, 
including fresh fruits, vegetables, milk, and eggs, in facilitating diet 
improvement of low-income families and school children, and in 
stimulating improved nutrition. Other aims include attaining the 
cooperation of land-operators in conservation programs, improving 
the coordination of research related to conservation, providing 
incentive payments for conservation, and extending and developing 
adult education in agriculture. Other declarations relating agricul- 
tural programs to general conservation and development of re- 
sources, providing for the maintenance and strengthening of co- 
operatives, providing for an extension of social security to farm 
people, and providing a program for reducing occupational hazards 
in farming, etc., were eventually omitted. 


Title I—Reorganization 
Decentralization of Functions 


Section 101 requires the Secretary to establish the Bureau of 
Agricultural Conservation and Improvement, which shall include 
SCS, and ACP of PMA, plus other activities which the Secretary 
deems principally related to soil conservation and improvement, or 
those aspects of programs of the Department which require direct 
dealing with farmers. Note, however, that, “‘subject to the super- 
vision and direction to the Secretary,” functions are divided be- 
tween (a) educational, informational, and demonstrational aspects 
of public programs dealing with farmers, which shall be exercised 
through the extension services of the United States in cooperation 
with state agencies, (b) research and investigational functions, exer- 


885, 80th Cong., 2d Sess. This should be distinguished from Senate Report 1295 
which accompanied the revised bill to the floor. In addition to the original draft 
and the committee revision, the revised bill as the Senate passed it appears in 94 
Cong. Record 8871-8877, June 17, 1948 (Daily Ed.). 
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cised through experiment stations in states and territories in co- 
operation with the Division of Soil Conservation and Improvement 
later provided and the office of experiment station, and (c) other 
functions with respect to these programs dealing with farmers, 
which shall be carried out at state and county levels, insofar as the 
Secretary may deem practicable by state agricultural councils and 
county agricultural associations and executive committees later 
provided. 

An interesting statement follows: “The functions assigned pur- 
suant to this section to the state agricultural councils and the 
agencies performing cooperative agricultural extension work shall 
be closely coordinated by the Secretary, and by such councils and 
agencies.” 


The Soil Conservation Service under the Aiken Bill 


The bill directs the combination of the SCS and ACP programs 
into the “Bureau of Agricultural Conservation and Improvement.” 
Originally, the Secretary was charged to abolish SCS regional 
offices, although permission was granted for the agricultural coun- 
cils of any two or more states jointly to establish regional offices. 
Taken together with the provisions already noted requiring edu- 
cational and research work to be channeled through Land-Grant 
College agencies, this seemed effectively to liquidate the SCS. 
However, the Senate Committee added a direction to the Bureau 
of Agricultural Conservation and Development to work with soil 
conservation districts. Furthermore, an amendment on the floor 
removed the requirement that the SCS regional offices be abolished.° 
The relevant portion of the bill, as it passed the Senate, provides: 

Except as provided in clauses (a) and (b) of this section [i.e., the provi- 
sion that educational and research work should be channeled through 
Land-Grant College agencies], the furnishing of technical assistance, and 
machinery and equipment to soil-conservation districts and others, as here- 
tofore performed by the Soil Conservation Service, shall be performed by 
the Bureau of Agricultural Conservation and Improvement in cooperation 


with the state agricultural councils established pursuant to this act and the 
soil conservation districts established by State laws. The functions as- 


® Senator Wherry, in offering the amendment, argued that the SCS regional 
offices are operated along lines proven efficient by business. He cited the Chrysler 
Corporation, the John Deere Farm Implement Company, the American Bell Tele- 
phone Company, the Equitable Life Insurance Society of the United States, as well 
as the Federal Reserve System, as providing successful examples of regional ad- 
ministration. 94 Cong. Record 8863, June 17, 1948 (Daily Ed.). 
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signed pursuant to this section to the State agricultural councils and the 
agencies performing cooperative agricultural extension work shall be 
closely coordinated by the secretary and by such councils and agencies. 


Thus little is actually done to insure the amelioration of the pre- 
sent controversy over direct technical assistance by the federal 
government to farmers via soil conservation districts. The final 
provision for “‘close coordination,” considering the agencies which 
are to do the coordinating, really constitutes a plea for cooperation. 
In short, as the bill finally passed the Senate, the chief controver- 
sial questions of federal-state-local relations in the administering of 
the conservation program remain unresolved.!° 


Community, County, and State Agricultural Committees and Councils 


Sec. 105 provides, in effect, for the continuation of community 
and county AAA committees, as they have developed in the past, 
with some changes, and for a new kind of state committee. Local 
administrative areas, as designated by the Secretary pursuant to 
the Soil Conservation and Domestic Allotment Act, are the initial 
geographical units for the community committees, although these 
may be changed later by the communities themselves. Electors are 
farm operators (nowhere defined). Elections are annual; elected are 
three community committeemen, one of whom is designated as 
chairman, and two alternates, but in counties with only one com- 
munity, five committeemen and two alternates are to be elected. 
Members are limited to four full consecutive terms. 

County agricultural program committees are to consist of (a) 
community committeemen, (b) the county agent, who shall, how- 
ever have no vote, and (c) a representative designated by each 
of such agencies concerned with soil, conservation, grass conserva- 
tion, drainage, irrigation, or other agricultural interests as the State 
agricultural council may specify: however, the number of such 
members shall be at least one less than the number of community 
committeemen. The wording is somewhat obscure, but Report 
1295 makes it clear that the Senate committee members have in 
mind representatives of soil conservation districts, etc. (Sec. 106). 

County agricultural program executive committees (Sec. 107), 
composed of three to five members (as the state council decides) 
~ 10 Amendments offered by Senator Wherry and adopted on the floor added to 
the Senate bill provisions for a national conservation survey and a land conservation 


and development survey; since these are essentially like similar provisions in the 
Hope bill, the reader is referred to the later discussion. 
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are to be elected from among themselves by the elected members of 
the county committees. Chairman, vice-chairman, and secretary 
are designated in the election. Terms are one year, and the limit is 
four full consecutive terms. 

Section 108 provides for state agricultural councils. Ex officio 
members, without vote, include state Commissioners of Agricul- 
ture, and the Directors of Agricultural Extension and Experiment 
Stations, or their respective designees. In addition, four farmer 
members are provided, whose number may be supplemented, in the 
discretion of the state council, by two members, or by one addi- 
tional member for each twenty counties (or major fraction thereof). 
Hence, Texas could have four plus 23 or 27 farmer members. Chair- 
men of the county executive committees meet to nominate, by 
majority vote, three names for each position on the state council. 
Not more than two of every three so nominated can be names of 
county chairmen. The Secretary of Agriculture appoints state 
council members from those so nominated. County members, mov- 
ing up to the state council, must vacate county offices. Terms are 
for three years and are to be staggered. State council members are, 
in effect, to be limited to one term of three years, although, pre- 
sumably, after a lapse of one year, they become re-eligible." 


Duties and Functions of the Agricultural Committees and Councils. 


The State agricultural council shall develop plans to effectuate the pur- 
poses of section 7 of the Soil Conservation and Domestic Allotment Act 
in its State, shall perform the functions assigned to it pursuant to section 
101 (c) of this Act and such other functions within its State as the Secre- 
tary may assign to it, shall supervise and direct the work of the county 
agricultural program and executive committees in its State, and shall 
otherwise cooperate with the Secretary in the planning and carrying out of 
soil conservation programs in its State. It shall elect from among its num- 
ber a chairman, vice chairman, and secretary, and shall employ a State 
administrator and such other personnel as it may deem necessary to carry 
out its functions. In carrying out the functions assigned to it, and subject 
to the approval of the Secretary, it may enter into arrangements with (1) 
the Agricultural Extension Service in its State for the conduct of educa- 
tional and demonstrational programs and (2) State agricultural councils 
of other States for cooperation on matters of mutual interest. Federal 
grants-in-aid for programs administered by the State agricultural council 
shall be disbursed by the appropriate agency of the State only pursuant to 
direction by the State agricultural council. Any grants-in-aid or other 


1 For all levels of committees, there are elaborate provisions for selection of 
alternates, filling of vacancies, etc. 
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funds allocated to a State for programs administered by the State agri- 
cultural council may be withheld or recalled by the Secretary if he deter- 
mines that such council is not faithfully administering the programs as- 
signed to it. (S. 2318; Sec. 108) 

Specifically the duties of the county agricultural executive committee 
would be (1) to secure personnel to carry out such work as the Secretary of 
Agriculture through the State agricultural council assigns to it; (2) to see 
that this personnel performs the functions assigned to them; (3) to see that 
the present work of the Soil Conservation Service, the current operations of 
the Production and Marketing Administration Service, and other agencies 
is coordinated to prevent overlapping, duplication, and infringement of one 
agency upon duties of another; (4) to effect savings in administrative costs 
at the county level or to make needed services in the county more effective; 
(5) to recommend to the Secretary of Agriculture, through the State agri- 
cultural council, ways in which the county work can be made more effec- 
tive in terms of better service, better use of personnel and emphasis upon 
phases of work most essential to the county. (S. Rep. 1295; p. 4.) 


Administrative Expenses. 


Funds for administrative expenses, are in accordance with estab- 
lished AAA procedure, to come from the monies that go to the state 
for soil conservation payments, parity payments, loans, other pay- 
ments in grant-in-aid, etc. Apparently, the Secretary makes such 
payments on requests to the state and county councils. The bill is 
not clear on this point. 

Originally, the Aiken Bill sharply limited the time which state 
council and county committee members could work, with compen- 
sation, the former to eight hours per week, the latter to four hours. 
The present bill provides for compensation of state council mem- 
bers for time actually worked at rates fixed by the Secretary of 
Agriculture and for compensation of the county agricultural pro- 
gram executive committee members from time actually worked 
pursuant to the direction of the state council and at rates fixed by 
the state council. Reasonable expenses are also to be remunerated. 
Apparently, a distinction is conceived between work of policy- 
formation character and administrative work: 

No such member shall . . . be paid for performing any services in addition 
to his services as member for any such council or committee, but a member 
may resign as member in order to accept employment by a council or com- 
mittee. (Sec. 109). 

On this point, Report No. 1295: 


This arrangement need not require that farmers elected to the county 
agricultural program executive committee or the State agricultural 
council serve in any capacity beyond that of a board of directors. 
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In short, the state and county committees may apparently elect 
either to hire administrative staffs or to do the administrative work 
themselves or to do some of both, subject, of course, to the direction 
of the Secretary of Agriculture. Community committeemen may be 
paid for services performed at the request of the county program 
committee, or the county executive committee, or the state council. 


Finally: 


The Secretary shall make such regulations as are necessary relating to the 
selection and exercise of the functions of such councils and committees, 
respectively. A county agricultural program committee may, except as 
may be disapproved by the Secretary, accept, in addition to the amounts 
paid to it by the Secretary, funds from other public agencies to be utilized 
for agricultural purposes. 


Title [I—Amendments to the Soil Conservation and 
Domestic Allotment Act 
ACP Payment Program 


Title II amends and reenacts the agricultural conservation pay- 
ment provisions of the Act of 1936 as amended. At present these 
payments are authorized only until January 1, 1949 but this act 
would extend this to January 1, 1951. The chief change seems to be 
that in carrying out the provisions of this section, in the continental 
United States, the Secretary is directed to utilize the state agricul- 
tural councils and county agricultural associations and executive 
committees created pursuant to the Agricultural Act of 1948, i.e., 
the present bill. In addition, the act attempts to empower the 
Secretary to share, clearly, in the decisions of the state agricultural 
council on what kind of conservation work should be paid for. 

The limitation on total payments to individuals is set at $1000. 
With respect to conservation practices that are quite expensive 
and need to be worked out over a number of years the bill appar- 
ently provides that payments for four years for such long-term 
work may be concentrated in one year, as the farmer elects.'? The 
bill also provides for considerable flexibility in the use of ACP pay- 
ments for demonstration or experimental farms. 


The Aiken Bill—Miscellaneous 


Generally, funds authorized for extension are grants-in-aid sub- 
ject to the same conditions as additional grants under the Smith- 


12 Section 204 (c) is somewhat unclear on this point. 
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Lever Act of 1914. Not more than two percent of such authoriza- 
tions are annually available to federal extension. Additional ap- 
propriations are assigned to states under the formula of the 1935 
Act, which requires no matching; but the new money is made avail- 
able only to states which have taken advantage of previous acts 
for grants-in-aid to extension, including matching provisions under 
such acts. It is interesting that the Aiken bill avoids the problem 
of requiring transfer of funds from the Bureau of Agricultural Con- 
servation and Improvement to the Extension Service by authorizing 
new money for extension. 

As to research, Section 103 requires the Secretary to establish in 
the office of experiment stations a Division of Soil Conservation and 
Improvement, the federal end of the new research organization for 
soil conservation functions established under the bill. This division 
may receive three percent of new appropriations here authorized. 
The Secretary is authorized to make available to state and terri- 
torial experiment stations such sums as “he may deem appropri- 
ate....” Sums here are for functions falling under authority of 
state stations under Section 101b, and are to be in addition to other 
moneys appropriated for experiment stations. 

The remainder of the bill, some 25 pages, deals with parity and 
related matters. 


Comment Upon the Aiken Bill 


1. This measure attempts to formulate agricultural policy across 
the boards in a measure which, at least in its policy declarations, 
ranges from conservation and land-use, through price policy, dis- 
tribution policy, and (in some respects) credit policy, to nutrition 
policy and the extension of social security to farmers. Although 
forced to retreat from some of the declarations, the Senate sub- 
committee, and particularly Senator Aiken and his advisers are 
surely to be commended for their recognition that the concomitant 
goals of agricultural policy should be considered together as well 
as in their inter-effects with non-agricultural policy. Politics rises 
to a high level when policy is addressed to numerous ends which are 
sought to be related to one another. Much of the tendency in recent 
years has been to splinter policy into commodity, conservation, 
credit policy, and the like. Backed by strong and interested groups 
and intent upon the realization of limited purposes, it is relatively 
easy for legislators to perform their function. The difficulty arises 
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in the effort to inject the kind of statesmanship into policy forma- 
tion which persists upon looking at things as wholes—especially 
in the light of our governmental institutions which reflect a consti- 
tutional system, the genius of which is that final authority is not 
supposed to rest anywhere. Commentators should, therefore, the 
more appreciate the effort to write policy in general terms, so 
marked in the Aiken bill. 

2. In this bill, the Land Grant Colleges are considerably strenth- 

ened. All information, demonstration, and educational work dealing 
with individual farmers as well as related research work generally 
is required to be routed through the Land Grant Colleges. 
_ 8. However, as the Committee amended the bill, doubts are left 
respecting the administration of public programs for soil and water 
conservation. These are discussed above under the heading: The 
Soil Conservation Service under the Aiken Bill. This portion of the 
present bill seems inconsistent with the previous requirement that 
educational work be routed through the colleges; what is important 
to note is that the inconsistency reflects basic disagreements as to 
organization, which disagreements are also reflected in powerful 
groups. 

4. Hence, any legislation which is eventually passed is likely to 
have some basic inconsistencies which reflect the conflicts of inter- 
est without “resolving” them and which therefore leave the field 
open for continued pulling and hauling among interested agencies. 

5. Another possibility under the proposed Aiken Bill is the 
effect on the organization of political power through the strengthen- 
ing of the AAA committees. How important the committee struc- 
ture is seen to be is indicated by the following quotation from 
Senate Report 1295: 

It is the intent of the committee that this type of organization will come 
to have a prominent place not only in administering the program now set 
forth in the bill, but to develop into an organization which will go much 
further in coordination of all agricultural programs. As this type of coordi- 
nation develops it is believed that the Secretary will wish to give added 


responsibilities to the county executive committees and that they can help 
promote State agricultural activities that may be assigned to it. 


The possibility of the AAA organization becoming an adjunct or 
a tool of organization of a political party has been recognized. The 
Hatch Act marked an effort to penalize such political action by 
public administrators, and the national agricultural council in the 
first Aiken bill was to be bi-partisan. But, apart from participation 
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in partisan politics, the pressure-group potential of the proposed 
committee system is still significant. It seems possible for the com- 
mittee system to become a vigorous pressure group for the contin- 
uation of certain policies. 

This development is by no means inevitable. It becomes progres- 
sively less probable, I think, under the relevant provisions of the 
Aiken bill. Thus the first draft of the bill, with its network of 
committees and councils, reaching from communities and counties, 
to states, and to the national council, provided for an administra- 
tion of the AAA program which would probably have been impos- 
sible for the Secretary of Agriculture to control. This development 
seemed in recognition of the skeptical regard with which many 
farm leaders have held the Secretary, as the “President’s man.” 
Since the well-known Farm Bureau proposals of 1940 for board 
administration of the chief agricultural action program, numerous 
other suggestions have been to the same effect, i.e., to take impor- 
tant agricultural programs “out of politics” by hampering or, pref- 
erably, eliminating Secretarial control over them.'* The committee 
draft of the Aiken bill, however, removed the provision for a na- 
tional agricultural council. And as the bill passed the Senate, it 
provided for Secretarial appointment of state agricultural councils, 
from nominations of county chairmen. Moreover, the bill flatly 
states, regarding state council members, that “Farmer members 
shall be removable by the Secretary at any time.” It is an interest- 
ing speculation that the increasing likelihood of political change 
may have caused the Republican Senate to be more willing to vest 
the Secretary of Agriculture with real] administrative powers. 

But if the judgment must now be modified that the Aiken pro- 
posals would strengthen the pressure-group aspects of the AAA 
organization as a fairly independent agency without clear respon- 
sibility to any recognizable political official, no legislation has 
actually been passed and the possibility remains. Even as the bill 
was accepted by the Senate, there may be doubts as to how the 
committee structure will be controlled. After 1938, appointment to 
state AAA committees apparently became the effective preroga- 
tives of regional AAA directors; may not appointments to state 
councils actually be made by the Bureau of Agricultural Conserva- 
tion and.Development? State and county councils and committees 


_ 3 Cf. Hardin, “Political Influence and Agricultural Research,” American Polit- 
teal Science Review, Aug., 1947, p. 674 and n. 9. 
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will apparently exercise considerable control over programs and 
will enjoy not a little patronage. Moreover, it should never be 
forgotten that this is the administrative organization for a program 
heavy with moral and emotional values. Within agriculture, at 
least, parity is not lightly challenged. If agricultural prices fall, 
support prices come into play, and acreage restrictions follow, 
there may well be a closing of ranks behind an “orthodox” agricul- 
tural program. The AAA organization becomes significant here in 
that it provides not only the administrators but also the expounders 
and defenders of this program. If the AAA organization interlocks 
with farm organizations, the Farm Bureau in many states, the 
Farmers Union in some, and the Grange in one or two—then a 
formidable holding company may emerge. This holding company 
may emphasize the orthodox program to the disparagement of 
proposals for change. 

In appraising the possibilities of the development of such a sys- 
tem of administration as the vehicle for establishing the “ortho- 
doxy”’ in agricultural programs, two other points should not be 
torgotten. First, the AAA committee system is the heritage of the 
1930’s. It was developed rather rapidly, and it may have been nec- 
essary at the time. Certainly, the AAA marked a radical departure 
in terms of what was expected of farmers as “cooperators.’’ No 
doubt the acceptance of the AAA program was facilitated by the 
employment of farmer committeemen. However, the rationaliza- 
tion of this committee structure as the “two-way process” of 
“democracy in agriculture” should not be permitted to prevent 
present reconsideration of the whole administrative organization. 
It may be that a method and an organization which were well- 
suited to the early days of the program are now no longer satisfac- 
tory and should be replaced. 

Second, in speaking of the development of “orthodoxy” one must 
not forget the very real conflicts of interest which tend to divide 
agriculture in the United States, for example, the conflict over 
margarine taxes, the conflict between dairy and hog farmers over 
corn as a feed, the conflict between range cattlemen and feeders, the 
friction between north central and southeast over support price 
levels, ete. It may be that such conflicts will have the effect of keep- 
ing any agricultural program fluid and adjustable because powerful 
groups will refuse to permit any one program to emerge which, in 
their judgment, discriminates against them. On the other hand, 
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through log-rolling, it may be possible to patch together a national 
adjustment program for agriculture which has the appearance of 
flexibility in that there are regional and sectional adaptations as 
well as provisions for special commodities—yet which remains quite 
rigid and inflexible X% in application in any given region. As an ex- 
ample of sectional rigidity, one might cite the difficulties encoun- 
tered by the AAA in trying to establish a different “‘corn belt par- 
ity” about 1941. As an example of log-rolling, one might cite the 
give and take in connection with the $212,000,000 for parity pay- 
ments annually made available in the approximate period of 
1938-1942. 

6. It might be remarked that in programs for a planned agricul- 
ture, it seems extremely advisable to combine (a) an ability to act 
and get something done with (b) a recognition that the action taken 
is not necessarily morally right nor scientifically sound but is rather 
the best possible expedient on which agreement can be had at the 
time. Few immediate objectives are more important for the success- 
ful operation of democracy than this realization. It keeps skepti- 
cism alive even in the presence of vigorous and forthright action. 
It would seem that a policy of general legislation plus plenty of 
administrative discretion could be best combined with realization 
of the expedient character of action programs. In effect, then, 
Congress would be saying: The goals we want are fairly sure, but 
the means will have to be worked out as we go along. In this re- 
spect, the Aiken provisions revising parity, which were enacted to 
take effect in 1950, are admirable. Except for tobacco, basic com- 
modities are supplied with moving price floors ranging from 50 to 
90 per cent of parity. There is likewise broad discretion in the Secre- 
tary as to the level of support for nonbasic commodities. These 
provisions mark a welcome shift away from rigid support levels 
imposed under 1941 and 1942 legislation in that they acknowledge 
the exploratory, expedient, and political character of the program. 

7. The Aiken bill fails to resolve the jurisdictional conflict be- 
tween the SCS and the TVA. What we see in the Aiken Bill is a con- 
centration of power at two levels, the national and the state, What 
room remains for a regional organization? One of the items in the 
declaration of policy is: 


“(13) to provide for the adaptation of agricultural programs to the 
different and changing needs of regional and local communities. . . . ” 
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However, this is only broadly permissive, and the Aiken Bill in its 
present form does not clearly provide for relating present regional 
agricultural programs (TVA) or potential ones (MVA, Arkansas 
River Valley Authority, etc.) to national agricultural policy. The 
recognition of the unified approach to resources which character- 
izes TVA was fully recognized in the original report of the Aiken 
committee but has not been included in the present bill’s state- 
ment of purposes. 


Ill. Tue Hore Biri 


If introduced to maximize the area of discussion, this bill’s pur- 
pose is well-served.’® From internal evidence, the bill, as its precur- 
sor, the Jensen bill, indicates considerable staff work by the SCS; 
however, the Hope bill would transfer several agencies from the 
Interior to the USDA. The primary aim of agricultural policy is 
declared as the conservation, improvement, and development of the 
nation’s land and water resources; contrast the breadth of the Aiken 


bill. 


Fact Finding and Declaration of Policy 


A long statement entitled “Finding of Facts’ acknowledges 
“the agricultural land and waters of the United States” as “this 
Nation’s most basic resources. .. . ”’ What are “agricultural waters” 
is not clear. The finding cites grievous wastage of resources and 
asserts the need of a national agricultural land policy where none 
now exists. Organization which rests upon the joint assumption of 
governmental and private responsibilities for conservation is called 
for. 

Seven policy declarations follow. Conservation with all speed is 
provided. Integrated administration is posited for all public pro- 
grams dealing with agricultural land and water conservation, ex- 
cept those of Indian Affairs and the National Park Service, In- 
terior, and of the Tennessee Valley Authority. Two of the declara- 
tions indicate the influence of the SCS. Thus the land-use capability 


tables and the policy of treating each acre according to its needs 
are included in: 


(3) to achieve the conservation, improvement, and development of the 
Nation’s various agricultural lands by utilizing them in accordance with 


‘4 Senate Report #885, 80th Cong., 2d Session. 


15 First session, H. R. 6054, 30 March 1948, An amended version with the same 
number was introduced 9 July 1948. 
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their capabilities to produce and by treating them in accordance with their 
needs for conservation, improvement, and development... . 


The SCS viewpoint is also seen in the emphasis upon the distinct 
elements in the approach (italics supplied): 
(5) to recognize that research, education, technical operation, and 


material assistance, financial and otherwise, are distinct elements in con- 


serving, improving, and developing the Nation’s agricultural land and 
water resources. ... 


The Agricultural Resources Administration® 


This agency is to have an administrator, selected and appointed 
by the Secretary with due regard to his knowledge of the land re- 
sources of the nation and of the necessity for the conservation, 
improvement and sound development of such resources. 


Scope of the Administration. 


It is responsible for fulfilling all policies relating to programs for 
conservation, improvement, and development of agricultural land 
and water resources as well as wildlife; but a provision calls for 
maximum use of existing federal and state agencies so far as educa- 
tion and research is concerned. The Agricultural Resources Ad- 
ministration has (a) an agricultural land service, (b) a forest ser- 
vice, and (c) a fish and wildlife service. The following are included: 
FS, SCS, ACP of PMA plus “all of the functions, powers and duties 
relating to soil survey, and to research functions in water conserva- 
tion and soil physics, now exercised by the Bureau of Plant Indus- 
try”; plus “‘all other functions, powers, and duties of any agency 
or administrative unit of the Department of Agriculture having to 
do with the physical and chemical characteristics of soils, the clas- 
sification of soils and lands as to their suitability for agricultural 
development and use, and the technical aspects and methods of 
soil and water conservation improvement and development”; plus 
Bureau of Land Management from the Interior except for functions 
respecting mining, mineral leasing, etc. (the BLM, set up a couple of 
years ago, includes the land office and the grazing service) ; plus the 
agricultural staff and planning functions of the Bureau of Reclama- 
tion;!” plus Fish and Wildlife Service, Interior; plus responsibilities 

16 The Agricultural Resources Advisory Board is omitted in the July 9 version. 

17 The July 9th bill clarifies this provision. The USDA is clearly authorized to 
investigate and determine the agricultural feasibility of proposed projects, but rec- 


lamation is responsible not only for construction and administration of projects 
but also “for the final determination of economic . . . feasibility. . ..” 
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of the Farmer’s Home Administration under the Water Facilities 
Act (1937). 


Additional functions to be added 


The President is ordered to determine within 120 days and to 
specify by executive order such functions of any and all other 
agencies of government primarily concerned with conservation 
improvement or development of agricultural land and water re- 
sources, or functions which if continued would substantially dupli- 
cate any function authorized to be performed by the Agricultural 
Resources Administration; exceptions here, Indian Affairs, Park 
Service, Interior, and TVA. The bill automatically requires the 
transfer to the Agricultural Resources Administration of all func- 
tions designated by the President. 


Secretary of Agriculture Directed to Coordinate Departmental Policy 
with this Act 


This part of the bill clearly erects conservation policy as the 
overriding policy for agriculture. This is so important as to require 
quotation (italics supplied). 


SEC. 4 (a) The Secretary of Agriculture shall review and make an 
analysis of the programs and activities of all agencies, branches, and 
bureaus in or under the control of, or transferred to, the Department of 
Agriculture, to ascertain to what extent, if any, the policies, programs, or 
activities of such agencies, are inconsistent with the policies expressed in this 
Act, and he shall, within the limits of his statutory powers, require that all 
such policies, programs and activities be carried out in a manner consistent 
with the policies established herein. 

(b) If the Secretary of Agriculture shall find that any policy, program, 
or activity of any agency or bureau of the Department of Agriculture is 
inconsistent, in whole or in part, with the policies expressed in this Act but 
that such policy, program, or activity is required by law or that he lacks 
legal authority to change such policy, program, or activity, he shall so re- 
port to Congress and shall suggest such legislative action as may, in his 
judgment, be required to permit him to carry out the provisions of sub- 
section (a) of this section. 


Powers of the Secretary 


Section 5 grants effectuating powers to the Secretary, but these 
are limited by Section 8: that is, on any land not owned or con- 
trolled by the Secretary, these powers apply only with consent of 
the agency or person in control of such lands. (1) The Secretary is 


i 


i 
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broadly clothed with research and extension functions, including 
independent research and the power to conduct demonstrations 
“relating to the conservation, improvement, and development of 
agricultural land and water resources.” (2) Conservation measures, 
very broadly conceived, may be carried out. (3) Lands or rights or 
interests therein may be acquired by purchase or gift, if necessary 
to carry out the act. (This grant of eminent domain is not limited 
by Section 8). (4) Technical assistance is authorized for federal 
and state agencies, including soil conservation districts; and co- 
operation with state and county planning bodies is provided, all 
to effectuate the purposes of the act. (5) and (6) These provide 
technical assistance for private land not within soil conservation 
districts, under such conditions as the Secretary may determine, 
and also for public lands. 


Conservation Survey 


Section 6 requires a conservation survey to be made as rapidly 
as practicable; all present and potential agricultural lands are in- 
cluded. Presumably, the survey is to extend SCS methods gener- 
ally; thus the distribution of information about it includes “the 
furnishing of land use capability maps to land owners and oper- 
ators . . . and assisting them in utilizing such maps.” 

It 1s essential to understand the effect this survey is to have. The sur- 
vey is to designate lands according to their suitabilities, for cultiva- 
tion, for forestry, for range livestock, and for wildlife; in addition, 
lands suitable for drainage, irrigation, etc., shall be designated. 
“These determinations shall be utilized by all agencies of the Federal 
Government in the development of agricultural lands within their 
jurisdiction.” (Italics supplied.) 


Assistance 


Section 9 authorizes the Secretary broadly to grant assistance to 
individuals or agencies to carry out the act. 


Such assistance may include, but is not limited to, financial payments, 
conservation materials, planting stock and seed, use of equipment, or other 
similar materials and aids: Provided, that in furnishing such financial or 
other assistance to any person with respect to lands situated within a soil- 
conservation district which meets the standards established by the Secre- 
tary of Agriculture, such assistance shall be made available only through, 
or in cooperation with, such districts. 
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(b) In providing such assistance the Secretary of Agriculture shall take 
into consideration— 

. (1) the recommendations of the governing bodies of soil conservation 
districts concerning the need for, and the capabilities of such districts to 
use effectively, the funds, materials, or equipment; 

(2) the urgency and extent of the need for such funds, materials, or 
equipment to prevent irreparable damage to agricultural land and water 
resources; and 

(3) the availability of technical assistance to assure the most effective 
use of such funds, materials, or equipment. 


The emphasis on soil-conservation districts is noteworthy, as is 
the revealing use of the word, irreparable. 


Payments 


ACP Payments are divided into class A and B. Class A provides 
payments for practices, etc., of permanent or semi-permanent na- 
ture (terraces and the like). These payments are limited to an 
undesignated fraction of the cost as determined by the Secretary 
on “‘a generally fair and reasonable basis.”’ They shall be made only 
once. Further, after 30 June 1951, Class A payments are to be 
made only “when such practice or improvement is carried out as 


part of a complete farm or ranch conservation plan, and... on 
the basis of a cooperative agreement between a soil-conservation or 
other conservation district and the landowner or operator... .” 


Class B payments are traditional ACP payments (liming, fertiliz- 
ing, crop rotation, etc.); they may be made annually but shall not 
exceed an undesignated fraction of cost of performing such prac- 
tice, as the Secretary determines. 

Both A and B payments shall be classified according to such areas 
and practices as Secretary determines annually after he considers 
recommendations of governing bodies of soil conservation districts. 
In order to qualify for Class A payments'* a farmer has to be in a 
soil conservation district, have an agreement with the district and 
have the district through its governing body certify not only that 
the practice meets the standards under the act, but also that the 
work has been performed as part of a complete conservation plan. 
These certifications by the governing body of the district are made 


18 The 9 July version of the bill provides that prior to 30 June 1951, Class A pay- 
ments may be made outside of soil conservation districts, subject to terms of the 


Secretary. 


( 


CONSERVATION AND LAND-UsE ProGrRaMs IN AGRICULTURE 639 


through AAA Committees, which, however, merely certify to the 
Secretary of Agriculture what the soil conservation district has 
already determined.'® On Class B payments certification is the 
same if they are made to farmers in soil conservation districts, i.e., 
to land-owners or operators, but they may also be made outside 
conservation districts if certified by the AAA Committee. 


Conditions for the Extension of Benefits Under the Act 


Benefits under the act may be extended to lands owned or con- 
trolled by the United States, e.g., Park Service, Indian Service, if 
these agencies cooperate. Respecting lands not owned or controlled 
by the United States, the Secretary may, insofar as he deems neces- 
sary, require 

(1) the enactment of reasonable safeguards for the enforce- 
ment of State and local laws imposing permanent restrictions on 
the use of such lands and otherwise providing for the conserva- 
tion, improvement, and development thereof; 

(2) agreements or covenants as to the permanent use of such 
lands; and 

“(8) contributions in money, services, materials, or otherwise, 
to any operations conferring such benefits.” 

This quotation is taken almost word for word from the basic 
legislation of the SCS, namely, Soil Conservation Act, of 1935, 49 
statute, 163, section 3, subsection 1.?° 


Section 13 provides for a Land Conservation and 
Development Time-Table* 


The Secretary is to present this table to Congress along with the 
results or from the results of the survey set forth in Section 6, al- 
ready noted. Costs are estimated and provisions for modifications 
on the basis of new findings are included. SCS has been recommend- 
ing such time-tables in recent Congressional Hearings. There is an 
assumption of omniscience as to the rate that we must move to 

19 Section 22 repeals the Soil Conservation and Domestic Allotment Act, except 


for Section 8 (b) which establishes local, county, and state committees, but as the 
a, the conservation function of such committees is henceforth strictly 
ited. 
_ ° The County he pag ag Program Boards, provided at this point in the ori- 
ginal bill, are omitted in the July 9th version. 


*1 Remarks under this heading are equally applicable to similar sections added to 
the Aiken bill on the Senate floor. 
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conserve our land, or else suffer ruin. Such time-tables, given the 
authority of legislation, can develop into powerful propaganda 
techniques, One is led to ask, why not similar time-tables for (a) 
wiping out malnutrition, (b) removing inequalities in education, 
(c) doing away from the major health hazards, and defeating the 
chief diseases, (d) eliminating monopoly, (e) achieving adequate 
housing, (f) replanning cities, (g) adjusting man-resource ratios, 
and finally, (h) resolving intergroup and interracial hatreds? These 
and other purposes are among those of a democratically organized 
society, but their very statement invokes disagreement as to the 
nature of our goals, the speed and method of their attainment, and 
priorities among them. It is the problem of any political society to 
decide upon which of these or other purposes it wants to achieve. 
The purposes have to be measured against each other. And while 
confusion may arise from insisting upon consideration of many 
purposes at once, there is greater danger in the erection of one or 
two major purposes into overriding social goals. 


The Hope Bill—Miscellaneous Provisions 


Section 15 authorizes such appropriations as Congress deems 
necessary from time to time. Setting aside funds for conservation 
payments, a minimum of five per cent of other funds appropriated 
are earmarked for research. Section 16 authorizes an undesignated 
amount annually for extension work, of which the Secretary is 
authorized to allocate such funds as he deems necessary to state 
extension services 


that have entered into memoranda of understanding with conservation 


districts, meeting standards established by the Secretary of Agriculture, 
covering the orderly conduct of educational work in conservation. 


Since the USDA is already authorized in the bill to conduct educa- 
tional and demonstrational work under the Agricultural Resources 
Administration, one wonders what would be left the state extension 
services to do with this appropriation. 

Other agencies, specifically the TVA, the Office of Indian Affairs, 
and the Park Service, performing functions with respect to the 
conservation, improvement, and development of any agricultural 
land or water resources 


shall cooperate with the Secretary . . . so that such functions may, so far 
as practicable, be carried out in accordance with the declared policy of this 
Act. (Section 19). 


I 
I 
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Comments on the Hope Bill 


Since a number of comments have been made in passing, they 
will not be repeated. Two points may be briefly made. 

1. The writer construes this bill largely as (a) a delaying action 
on part of Congressman Hope, and (b) an effort to insure that 
reorganization for agriculture shall be debated in light of concrete 
proposals which embrace the widest range of possibilities. Cogent 
reasons for the advisability of both these can be found. 

2. The influence of SCS is pronounced in the Hope Bill. In like 
manner, the Hope and Aiken field hearings in 1947 were full of 
planned testimony in support of particular agencies, especially 
PMA and SCS. Yet Congressmen, knowing that the hearings were, 
in a sense, “‘stacked,” apparently came away favorably impressed. 
At the same time, manipulation of public opinion by public agen- 
cies and their “private” allies is not confined to agriculture; civilian 
agencies have a long way to go to rival the exploits of the armed 
services in this field! 

Does “realism” then impel us to accept as inevitable the monop- 
olization of the policy-forming process by public agencies and 
their allied private groups and associations? It seems that we should 
at least study what is happening. First, legislative proposals of 
agencies should be carefully examined as to their effect in aggran- 
dizing the agencies themselves—and as to their effect upon the 
numerous goals of agricultural policy. Second, the techniques of 
lobbying should be fully disclosed,” as should be the alliances and 
counter-alliances, and the manner of creating and maintaining 
these. Rigorously limiting the scope of the inquiry to the contro- 
versy over soil conservation policy and administration, this means 
not only analysis of SCS and its allies, but of the PMA, the TVA, 
the fertilizer industry, and (since the major alternative to present 
administration is to assign SCS functions to the Extension Service), 
of the relationships between Extension and the Farm Bureau.” 
Initially descriptive, this analysis should aim at the eventual dis- 
closure not only of the patterns of influence which are emerging but 
at the significance of these patterns of influence for the content of 


* For interesting material on the methods of the SCS, see “Soil Conservation,” 
Hearings, Com. on Agric., H. of R., 80th Cong., 2d Sess., March 1-5, 1948, pp. 68- 
103; also Cong. Record, Je. 22, ’48, A 4520 (Daily Ed.). 

*3 A recommendation to end the legal tie-up between Farm Bureau and Extension 
has just been made by a committee jointly representing the USDA and the Land 
Grant Colleges. See Joint Committee Report on Extension Programs, Policies, and 
Goals, Aug., 1948, Washington, D. C. 
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agricultural policy—and even at their significance for the future 
organization and control of political power in this country. 

3. Finally, the emphasis upon soil and water conservation found 
in the Hope Bill needs reiteration. There are other ends of agricul- 
tural policy, such as farm family living, which many would hold 
to be superior to conservation as such. To be sure, Congressman 
Hope is reported readying other measures for legislative action; 
yet the present bill has to be evaluated for what it now offers. And 
there can be no gainsaying that it does erect soil and water conser- 
vation and development as the paramount agricultural policy for 
the country. 


IV. Proposats or THE SECRETARY OF AGRICULTURE 


These proposals were set forth in October, 1947; they have more 
recently been reiterated; presumably, Secretary Brannan indorses 
them.™ Secretary Anderson presented the following recommenda- 
tions: 


1. “The establishment of a farmer-elected USDA county com- 
mittee in each county.” 

These committees would have responsibility for the development 
of county conservation plans, approval for the requests of soil 
conservation districts for assistance, determination of farm acreage 
allotments and farm marketing quotas when these programs are 
operating, certification of eligible applicants for Farmers Home 
Administration loans, etc. Elected by the farmers of the county 
(farmers not being defined), the committees would have more than 


24 Perhaps for the first time, the relevant committees in the House and Senate 
held joint hearings. The USDA had been preparing material for some time. Several 
committees, composing a “work-group,” under Mr. Brannan’s chairmanship, were 
formed in the USDA’s Program and Policy Committee (which was formed in 1947 
and is composed of agency heads, but which has not been very active, according 
to reports.) “Some 200 individuals have given attention to this work over and above 
their regular duties.” Nevertheless, opportunity had lacked “to discuss these pro- 
posals with our field staff and local farm leaders. . . .”” The work-group was com- 
posed of the following committees: Conservation and Land Use Adjustment Policy, 
O. V. Wells, Chairman; Technological and Economic Research, W. V. Lambert, 
Ch.; Rural Facilities, Services and Industries, Claude Wickard, Ch. (actually, Mr. 
Brannan took over this testimony in a session which produced fireworks over the 
sanitation of typical farm homes, etc.); and the Price Policy and Production Adjust- 
ment Committee, C. C. Farrington, Ch. Discussed here is the administrative frame- 
work for conservation policy, with respect to which O. V. Wells’ group provided an 
analysis of the approach. Hearings, Long-Range Agricultural Policy, Sub-com- 
mittee, Committee on Agriculture and Forestry, Senate, and Committee on Agri- 
culture, H. of R., 80th Cong., 1st Sess., Oct. 6-8, 1947. Reaffirmation may be found 
on p. 16 of Hearings, Senate Committee on Agriculture and Forestry, Agricultural 
Act of 1948, 80th Cong., 2d Sess., Apr. 12-23, 1948. 
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advisory function; they would have “specific responsibilities.” 
Secretary Anderson stated: 


The county committees would provide assistance in developing local 
agricultural programs and in relating Department of Agriculture activities 
to local needs. They would correlate local programs with national food and 
agricultural objectives. They would assist the Secretary of Agriculture 
in the coordination and integration of the facilities of the Department 
at the county level. With the concurrence and participation of the land- 
grant colleges, the county committees could coordinate the work of the 
Federal agencies in the county and the related activities of the cooperative 
extension service in the county. 


2. All agricultural agencies in the county should share the same 
building to the cost of which Congress should contribute. 

3. Establishment of USDA committees in each state. Secretary 
Anderson suggests a membership of seven: the Commissioner of 
Agriculture, a representative of the Land Grant College, and five 
farmers who might either be chosen by the Secretary of Agriculture 
or elected by the county committees—or selected through some 
combination of these. 

4. The ACP and SCS programs should be combined and admin- 
istered by one agency. 

5. Congress should provide for an additional assistant Secretary 
of Agriculture “to whom the Secretary could assign national re- 
sponsibility with respect to the State and county USDA commit- 
tees.” This officer might become integrator of all USDA programs 
in counties.” 


Comments on the Secretary’s Recommendations 


First, as is customary, Secretary Anderson’s recommendations, 
however “right” they may be, are in the interest of the Department 
as against (a) the states rightism of the Land Grant Colleges, (b) 
the behind-the-scenes disposition of power and influence by pres- 
sure groups, and (c) the development of effective internal power by 
relatively autonomous USDA bureaus (which tend to stultify 
departmental decision and action in favor of bureau decision and 
action). If the recommendations at the county level were effected, 
the USDA would likely be strengthened considerably in the eyes 
of the farmers. Again, the line from the USDA to the counties is 
to be perfected, with a special assistant secretary of agriculture, 


25 The Secretary also endorsed recommendations for forestry policy and for 
western public lands and irrigation policy. 
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and with state committees which, to whatever degree the secretary 
selects their personnel, are, in any event, not to be subservient 
either to farm organizations or the Land Grant Colleges. Thus the 
Land Grant Colleges have only one member, who is appointed by 
the Secretary and does not serve ez officio. This means that the 
Secretary in many states can choose among two or three men at the 
college—Director of Extension or of Experiment Station, or the 
Dean, for example. This might mean (a) that since the same official 
does not automatically serve—e.g., Extension Directors in each 
state—it would be less easy for the college members of the various 
state committees to use their well-established professional associa- 
tions as platforms to build nets of understandings and agreements 
against Washington. (b) It also might mean that the Secretary 
could choose the college man who was most kindly disposed toward 
the USDA, more amenable to Washington leadership, less of an 
intransigeant states righter, or less independent of Washington 
meddling—several tags are supplied here as in a cafeteria so that 
each reader may select the one he likes best.” (c) It also may mean, 
most importantly, that the State Extension Services are going to 
be kept from dominating the programs. 

Again, in placing state commissioners of agriculture on the com- 
mittee, Secretary Anderson may not merely be “rounding out the 
membership.” In a number of states there has been some friction 
between state departments of agriculture and the Land Grant 
Colleges; the commissioners may neutralize college influence. 

Second, the Secretary’s proposals are certainly in skeleton form. 
Take the county committees: who are to be electors? What will be 
the relationship between these committees and the county agent, 
county governments, soil conservation districts, and REA (and 
other) cooperatives? What discretion is going to be granted to 
states and counties respecting the choice of these committees? Are 
the committees to be paid; if so, how much, and how financed? 
What staffs will they have, and what will be the means of finance? 
Or take the ACP combination with SCS into one agency and one 
program. Just how? This has been tried before (in 1941-42—the 


Agricultural Conservation and Adjustment Administration), un- 
successfully. 


* The Secretary of Agriculture might be accused of manipulating the college by 
ower to pick and choose. This is a delicate question. A situation might arise in 
the Secretary could be charged with ie meddling. Contrarily, in some 

” § as to be jarred loose 


per college officials may become so thoroughly intrench 
only by some outside force. 
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THE ECONOMICS OF ROTATIONS WITH FARM 
AND PRODUCTION POLICY APPLICATIONS* 


Eart O. Heapy 
Iowa State College 


GREAT deal of recent debate has centered around rotations in 
general and the forage enterprise in particular. Conflicting 
observation and analyses have been made at both the farm and 
policy levels. Although this is an important problem area in which 
society as well as the individual has an important stake, these issues 
have nowhere nearly been settled. If the social product is to be 
maximized from the given stock of resources, it is important that 
the “correct” alternative be selected from within the extremes put 
forward. Similarly the individual farm business in its attempted 
profit maximization is torn between conflicting observations. Fin- 
ally, the question poses a somewhat unique situation in the theory 
of the firm which, although of important magnitude in the agricul- 
tural industry, has not been thoroughly analyzed in the pure econ- 
omics. 

For these reasons the rotation and forage enterprise has been 
lifted from a complex environment for examination of certain of the 
numerous facets in this paper. By drawing on existing knowledge of 
physical transformations and accepted production theory it is pos- 
sible to clarify the economic position of the forage enterprise. In 
this paper we attempt to accomplish several objectives: 1. to pro- 
vide the conceptual solution of the problem by refining models 
from the existing chest of economic tools; 2. to reconcile some of 
the conflicting observations relative to the economic role of the 
forage enterprise, 3. to indicate further some income and efficiency 
consequences of conservation programs, production control, or 
extension of a food emergency goals. The analysis refers mainly 
to the Corn Belt where hay and pasture are employed in rotation 
with feed grain crops. The same general principles are applicable 
elsewhere. 

In order to facilitate the analysis the crop enterprise has been 
considered apart from the livestock enterprise. Grain and forage 
crops rather than livestock are considered as the end market prod- 
ucts. In a sense this procedure ignores some important relation- 
ships. However, the general analysis remains the same.! 

* Journal Paper No. 1609 of the Iowa Agricultural Experiment Station, Project 
No. 976. This paper has benefitted from the comments of Carl Allen, Lee Day, Car- 


roll Hess, Harold Jensen and Bob Worcester. 
1 The two considerations which are important in the solution of the problem 
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The Analytical Tool 


The problem is basically one of choice of output of different prod- 
ucts (forage and grain) from a given outlay of resources (a constant 
cost) and the appropriate tool of analysis is an iso-factor or iso-cost 
curve. An iso-factor (iso-cost) curve indicates the various combina- 
tions of two products possible from equal or given factors (costs). 
Accordingly, the general solution is presented below in terms of the 
equilibrium or most profitable output combinations of the two 
products—commodity Y (grain) and commodity X (hay)—from a 
given input of resources or costs (given input of current expenses, 
land, labor, capital, etc.) The model will be related to rotations and 
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the forage enterprise subsequently. As a step to the general solution 
some basic production or enterprise relationships are presented 
first. 

Numerous enterprise relationships are possible when given re- 
sources can be used to produce two or more alternative products. 
Figure 1 indicates a case in which the two commodities X and Y are 
(1) competitive—if more of X is produced from given resources 
(costs), less of Y must be produced and vice versa, and (2) substi- 
tute for each other at a constant marginal rate—an increase in 
output of X by one unit requires a constant decrease in output of 


in terms presented here are, 1) price relationships of forage and grain (other) crops 
and 2) the marginal rates of substitution of grain and hay as products from given 
resources (iso-cost curves). The analysis might be presented in a similar vein by 
considering grain-consuming versus roughage-consuming livestock (including the 
possibility of various grain roughage combinations for a given output and type of 
livestock products) as the end market product. The considerations necessary in solu- 
tion then include, 1) price relationships of forage-produced and grain-produced 
livestock, 2) marginal rate of substitution of grain-produced and roughage-produced 
livestock from given resources, $) marginal rate of substitution of grain and rough- 
age as products from given resources, 4) marginal rate of substitution of grain and 
hay as inputs for a given type of quantity of livestock products. 
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Y throughout and vice versa. The curve or line is an equal or iso- 
factor (iso-cost) curve since it represents the various combinations 
of X and Y which can be produced with equal or given factor (cost) 
inputs. The slope of this:iso-cost (equal cost) curve indicates the 
amount of X which substitutes for a given amount of Y without 
changing total costs. Obviously a large number of output combina- 
tions is possible between the extremes of producing all of X or all 
of Y. 

Figure 2 indicates the iso-factor case when the two enterprises 
are (1) competitive—an increase in output of X is possible from 
given costs or resource input only if output of Y is decreased and 
vice versa, and (2) substitute for each other at a diminishing mar- 
ginal rate—as output of Y is sacrificed to increase output of X, in- 
creasing quantities of X are required to replace each successive 
decrement in Y and vice versa. (The sharper the slope or curvature 
toward the X(Y) axis, the lower the marginal rate of substitution 
of X for Y (Y for X)—the greater the number of units of X(Y) 
necessary to replace the unit of Y(X) sacrificed.) 

Figure 3 illustrates the case when the two enterprises are 
strictly complementary—the greater the output of product X from 
given costs the greater the output of Y product which is also forth- 
coming, (and vice versa if the two are mutually complementary). 
This iso-cost (or iso-factor) curve simply indicates that as output 
of one product is increased, output of the other is also increased 
from given resources. In the case presented, X is complementary 
with Y at a diminishing marginal] rate (a given increase in output 
of X is accompanied by smaller and smaller increments in output 
of Y). 

A fourth possible relationship between enterprises (produced 
from a given or constant quantity of resources) exists. Here the 
two products must be produced in fixed proportions (joint products 
from a single production process.) Accordingly, the iso-cost (or 
iso-factor) curve reduces to a single point and the marginal rate 
of substitution is zero. 


Profit Maxima 


Given these product or enterprise relationships, some general 
statements can now be made about profit equilibrium (the alloca- 
tion of the given resources between the two possible products 
which will maximize net returns). To simplify the exposition and 
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to retain the problem as one of enterprise combinations, it is taken 
as given at this point that the total revenue (gross income) is 
greater than the given total cost in all cases. This allows analysis 
of the most profitable output combination alone without bringing 
in still other distinct problems (such as whether it is profitable to 
produce any of either or both products). Yet it allows the most 
profitable output combination to vary between the extremes of all 
X or all Y depending on price relationships and the marginal rates 
of substitution. 

The solution is readily apparent in case 4. Since the two com- 
modities must be produced in fixed proportions, this single com- 
bination is automatically the most profitable. This relationship 
(joint products in fixed proportions) does not exist in agriculture 
and is unimportant in our analysis of the rotation and forage enter- 
prise. 

There is no equilibrium combination of the two products (for a 
competitive business firm as is true in agriculture) within the com- 
plemenatry range for case 3. Since the iso-cost curve represents the 
combination of the two products possible from a given or constant 
total cost, total revenue and net income will increase continuously 
as output of either product is expanded (since output of the other 
also increases). Furthermore, the relationship of prices is unim- 
portant in this area. It is profitable to increase output of both 
products even if the price of one is as low as zero. There are but few 
examples in which this strict complementary relationship exists in 
any industry and none in which it extends indefinitely. It is, how- 
ever, of fundamental importance in the forage problem (and other 
rotation situations) under consideration here. These implications 
are brought out at a later point. 

Case 1 is best illustrated by two crops which are competitive 
within a rotation and require identical quantities of resources and 
timing of operations. To facilitate the analysis we will consider two 
enterprises, “barley” and “oats,” as “substituting at a constant 
rate.” What is the most profitable output combination of these two 
enterprises when the yield is, for example, 40 and 50 bushels per 
unit of resources for “barley” and “oats” respectively? Two alter- 
natives exist.? 1. The given resources will be devoted, a. entirely to 


2 The analysis has been in terms of iso-costs or equal costs—the output combina- 
tions possible without changing total costs or input of factors. We will relax our 
conditions at a later point by replacing our consideration of an iso-cost curve to an 
iso-land curve and thus allow variations in expenses other than the land. 
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production of “barley” and none of “oats” if the price of the former 
is anything more than 1.25 as great as the price of the latter or, b. 
entirely to production of “‘oats” and none of “barley” if the ratio 
of the price of “barley” to the price of “oats” is less than 1.25. 2. 
Any combination of “barley” and “oats” (including production of 
all of one and none of the other) will be equally profitable at a price 
ratio of exactly 1.25 (an indeterminate equilibrium). These possi- 
bilities will hold since the marginal rate of substitution is constant 
throughout at 1.25 units of product X (“oats”) for one of product 
Y (barley). This case (competitive products and a constant mar- 
ginal rate of substitution) is best represented in the corn-small 
grain-forage by competition between the small-grains which vie 
with each other for the position as nurse crop. On some soils the 
competition of forage with grains is perhaps also of this type (the 
implications of which are pointed out later). 

Case 2 is numerous in all industries and is especially important 
in agriculture (and in forage crop production). It is, of course, the 
case of joint products which can be produced in varying propor- 
tions. It is also the case for many or most competitive products 
which are not joint products in the sense that they are forthcoming 
from a single production process. Although both are competitive 
relationships, the equilibrium or most profitable combination of 
enterprises is more complex in this than in case 2 because of the 
diminishing marginal rate of substitution of X and Y products. 
Total revenue (and hence net income since cost is constant) can be 
maximized at only one output combination. This equilibrium exists 
when the ratio of prices of the two products is (inversely) propor- 
tional to the ratio of substitution of the products.* This can occur 
with a single combination (in contrast to the indeterminate situa- 
tion of case 3) since the products substitute at a diminishing mar- 
ginal rate. It is the ratio of prices and the marginal rate of substitu- 
tion which provide the solution in any instance. 


* Suppose that in figure 2 the marginal rate of substitution of X for Y (units of 
X gained with sacrifice of one unit of Y) at points D, E, and F is 3, 2, and 1 respec- 
tively. (The rate of substitution of Y for X is 1:3, 1:2 and 1:1) with a price of $2 for 
Y product and $1 for X product it is obviously profitable to substitute X for Y at 
point D—(since in giving up $2 in Y a gain of $3 of X is realized). At the equilibrium 
point E, a substitution of X for Y results in a sacrifice of $2 in ¥ and a gain of $2 
in X. At a price of $1 per unit for each X and Y the equilibrium will occur at point 
F. Obviously it is a necessary condition that the two must be inversely proportional 
at the point of equilibrium (profit maximization): If 1 unit of X substitutes for 3 
units of Y (substitution ratio=1X:3Y), then equilibrium can exist only if the 
price of Y is three times greater than that of X (price ratio=3Y:1X). 
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Application to the Forage Enterprise 


The models presented can now be applied specifically to rotations 
and the forage enterprise by drawing on existing knowledge of pro- 
duction relationships and profit maximization criteria. Our analysis 
is in terms of the Cornbelt rotation which includes legumes and 
other hays in combination with grain and which results in the pro- 
duction relationships discussed here. In this rotation and region 
(or other regions of the nation where rotations including hay or 
pasture play a similar part) the role of the forage crop is not ade- 
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quately expressed by any single model discussed. Instead it is best 
expressed by a combination of figures 2 and 3. This results in a 
relationship (iso-factor curve) between grain and forage enterprise 
such as the model expressed in figure 4. A complementary range 
first exists and grain output (Y axis) increases as hay acreage and 
output (X axis) is increased. This complementary range exists 
where the increased hay in the rotation augments total grain output 
(corn plus small grain) by 1. increasing fertility through nitrogen 
added by legumes, 2. improving soi] structure through addition of 
organic matter, 3. preventing soil erosion and, 4. controlling insects, 
diseases, and pests. Total grain production increases with expansion 
in hay acreage and output as long as the percentage increase in per 
acre yield of grain in greater than the percentage decrease in acres 
of grain (the elasticity—percent increase in acre yield divided by 
percent decrease in grain acreage—must be greater than 1.0). The 


4 The grain output ordinarily included corn and small grain in the forage rota- 
tion. This distinction is not made in the analysis of this paper. The term “grain” 
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competitive range is initiated at the point (C in figure 4) where the 
percentage increase in grain yields per acre is less than the percent- 
age decrease in grain acreage. Beyond this point an increase in 
acreage and output of forage results in a smaller total output of 
grain. 

Experimental data suggest that the degree of complementarity 
is at a diminishing marginal rate—each unit increase in forage acre- 
age (and output) is accompanied by a smaller and smaller incre- 
ment in grain output. (As the rotation is changed, for example from 
continuous corn (all grain) to a corn-corn-oats-meadow to a corn- 
oats-meadow rotation including 0, 25 and 33 percent respectively 
of the land devoted to forage, smaller increments in soil nitrogen 
content, soil erosion control, etc. occurs). Too, experimental ob- 
servations suggest that forage substitutes for grain at a diminishing 
marginal rate somewhere in the competitive range since 1. grain 
yield per acre increases at a diminishing rate (for the reasons pre- 
viously suggested) and 2. hay yield per acre may decrease as a 
greater percentage of the land is devoted to forage (a given area 
of land in meadow for a greater number of successive years) because 
of older stands, winter killing, exhaustion of soil moisture and plant 
diseases and pests. (The iso-curve will tend to flatten out or be- 
come a straight line at any point where grain yield per acre reaches 
a maximum in the competitive range and if these factors do not 
reduce per acre yield of forage—a tendency toward a constant 
marginal rate of substitution.) 

Further examination of the equilibrium or most profitable acre- 
age (output) of “hay” or combination output of hay and grain is 
now possible. Again, referring to the model which illustrates the 
grain-hay output combinations possible from given costs, it has 
been established that a competitive business unit cannot maximize 
returns by producing an output of hay short of that which marks 
the outset of competitive range (point C in figure 4). (See discussion 


refers to all grains. It is, of course, true that the prices per pound for these crops may 
differ slightly. However, in the subsequent analysis discussion of price relationships 
refer to all grain. If the rotation is increased to include a greater proportion of oats 
than corn, then grain production must include the tonnage of the two crops together 
and the price per pound or ton of all grains will average lower (as oats are substituted 
for corn) if the per pound price of oats is less than for corn. The distinction could be 
included but would add to the length of the discussion. The “solution” is exactly the 
same in either case. Historically oats have sold at a slightly higher price per pound 
than corn. An examination of rotation data indicates that the same rotation would 
ordinarily be selected were all grain (oats) considered at the corn price. 
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of case 3.) An increase in hay is always profitable (in terms of the 
iso-cost curve) within the complementary range since it is ac- 
companied by an increase in total output of grain from given 
resources or costs. Again, the price of hay relative to grain is ir- 
relevant within this range (for a competitive firm which must sell 
its entire output at market price—and the majority of farms fall 
in this category). Even if the hay (or pasture) must be sold at a 
zero price, an increase in hay output and acreage is still profitable. 
(See discussion of case 3.) The contribution of the forage enterprise 
to profits of the business cannot be measured by returns from this 
enterprise alone. 

The relationship of grain and hay prices takes on importance 
immediately within the competitive range. The most profitable 
acreage of hay (combination of grain and hay output) now depends 
on two factors: 1) the ratio of hay to grain prices and 2) the mar- 
ginal rate of substitution of hay and grain. (See discussion of case 
2.) The higher the ratio of hay to grain prices or the higher the 
marginal rate of substitution of hay for grain, the greater will be 
the acreage and output of forage relative to grain which will be 
profitable. If either 1) the ratio of substitution of hay for grain, or 
2) the ratio of forage to grain prices is great enough, forage alone 
will be produced (a grazing area). If these relationships are re- 
versed, grain and hay output will be combined (for profit maximi- 
zation) at that point which separates the complementary and com- 
petitive ranges (point C in figure 4). A constant marginal rate of 
substitution between grain and forage within the competitive 
range will result in one of two possible equilibriums, 1) all forage or 
2) forage and grain combined at the point separating complemen- 
tary and competitive ranges. 


Iso-Revenue 


Equilibrium is illustrated geometrically by figure 5 as a useful 
refinement. Readers interested in only the direct farm application 
may wish to skip this section. The straight line (curve) BX is an 
iso-revenue curve. It is also an iso-quant (equal quantity) since it 
represents all the various combinations of “forage” and “grain” 
which can be marketed to bring in a given revenue (or equal reve- 
nues). (As is also true for DZ, EY, and CR.) The iso-revenue curve 
is always linear (a straight line), for a competitive firm. For the 
“‘grain-forage price relationship represented by BX, a given income 
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(or equal incomes) can be obtained by the output combinations of 
1) an output of OB “grain” and no “forage.” 2) An output of OX 
“forage” and no “grain.” 3) An output of OA “grain” and OW 
“forage,” or any “grain-forage” combination in between these. 
The higher the iso-revenue curve, the greater the total revenue 
represented. (Line EY represents a greater revenue than BX but 
the price relationship is the same since both have the same slope. 
The iso-revenue line DZ represents a higher ratio of “grain” to 
“forage” prices than EY since it has a lesser slope.)5 

The maximum gross (and net revenue) possible from given re- 
sources (costs) is denoted by the highest iso-revenue curve consist- 
ent with the iso-cost (factor) curve. This maximum profit (for a 
given price relationship) can be denoted only by the one iso-revenue 
which is tangent to the iso-factor curve. This point of tangency 
also denotes the most profitable output combination of “grain” 
and “forage.” This condition is necessary for maximum revenue 
since 1) price and substitution ratios are equal only at the point of 
tangency,® 2) an iso-revenue curve higher than any point on the 
iso-cost curve represents an income higher than can be attained 
with the given input of factors, and 3) an iso-revenue curve lower 
than the point of tangency (one which intersects the iso-cost curve 
at any point) represents an income lower than possible from given 
resources. 

Obviously, profits cannot be maximized by any output combina- 
tion of “grain” and “forage’’ corresponding to an iso-revenue curve 
(BX for example) which intersects the iso-factor curve within the 
complementary range. An increase in output of “forage” which is 
accompanied by an increased output of “grain” will always cor- 
respond to successively higher iso-revenue curves (greater income 
regardless of the relationship of “grain” and “forage”’ prices. 

If the price of “forage”’ is zero, the iso-revenue curve becomes a 
horizontal line such as CR. This is true since any quantity of forage 
varying between zero and infinity can be combined with the quan- 
tity of grain necessary to result in a given revenue (for any one 

5 The slope of the line is indicative of the “grain-forage” price ratio. An increase 
in “grain” price relative to “forage” price will lessen the slope (flatten the line) 
of the iso-revenue curve representative of given revenue. An increase in “grain” 
price with “forage” price remaining constant will lower the amount of grain neces- 
sary to bring the income implied by BX but will still require sale of OX “forage.” 

® The marginal revenue (from a given input of factor) for “grain” is exactly equal 


to the marginal revenue of “forage” at this point. The rate or ratio of change of two 
lines can be equal only at the point where their slopes are equal. 
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“grain” price). An iso-revenue curve lower than CR would not 
represent maximum revenue and the most profitable “forage-grain” 
combination (it would intersect the iso-cost curve). The most prof- 
itable “forage-grain” combination with a zero price for forage (a 
horizontal iso-revenue curve) must always occur at a maximum 
grain output. Tangency of the iso-cost and iso-revenue curves can 
occur only at the apex of the latter as is illustrated with the curve 
DR. “Forage” output will be expanded in the complementary 
range regardless of price. 

Price relationships become important immediately in deter- 
mining either “forage” or “grain” output within the complemen- 
tary range, however. With a price greater than zero for “forage,” 
the “forage-grain” output equilibrium is determined, by 1) the 
ratio of prices and 2) the marginal rate of substitution—the exact 
nature of the iso-factor curve. If the price of “grain” is high enough 
relative to the price of “forage,” the equilibrium will still occur 
near a maximum grain output (as devoted by the iso-revenue 
DZ). A high price for “forage” relative to grain will result in a profit 
equilibrium with an output of all “forage” or a combination 
“grain” and forage output as suggested by the revenue iso-quant 
EY. (A zero “grain” price and a greater-than-zero “forage” price 
would result in an output of all “forage” and no “grain.” The iso- 
revenue curve then becomes vertical and is tangent to the iso-factor 
curve only at this point.) 


Time Span 


Thus far no mention has been made of the time span or economic 
horizon which is relevant. The discussion relating to figure 4 re- 
ferred to a time period in which the full effects of a rotation could 
be reflected in yields through either an increase in soil fertility or a 
decrease in soil erosion or structural deterioration. This is the situa- 
tion which faces the owner-operator with a near-full equity in his 
business. Not all operators are able to formulate income expecta- 
tions over a time span of this extent. The operator with a small 
equity in his resources and highly concerned with the possibility of 
loss from a given price decline or the tenant with assurance of only 
a brief stay on the farm is likely to attempt maximization of returns 
over a shorter time period. Accordingly the range of complemen- 
tarity between forage and grain enterprises tends to be contracted 
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the shorter the time period. Within a given year there is often no 
complementary range, and forage is competitive throughout with 
grain—the more hay produced the smaller the output of grain pos- 
sible within a given year since the effects of the hay in the rotation 
can be reflected in grain yields only over a period of years. The 
tenant (or bankrupt owner) who must move at the end of the year 
is faced only with the competitive relationship between hay and 
grain and acts accordingly in curtailing hay and pasture acreage. 
The iso-cost (iso-factor) curve then appears to the operator in the 
form of figure 2 alone and grain/hay price relationships are impor- 
tant immediately. 


Monopoly Equilibrium 


This section deals with the maximization of returns for a monop- 
oly firm. It is not the case common to agriculture. It is included, 
however, because of its analytical interest and because it has certain 
implications for agricultural control programs. 

Under conditions of competition, the elasticity of demand (for 
either “forage” or “‘grain’’) has no effect in establishing a profit 
equilibrium within the complementary range. Since the firm is 
faced with an infinitely elastic demand (must sell all of its output 
at a given price and cannot affect market price by altering its 
output) for either “grain” or “forage,” the most profitable com- 
bination output can never fall within the complementary range. 
This is true regardless of whether the aggregate or industry demand 
is elastic or inelastic for either or both commodities. 

The situation may differ for a monopoly firm however. Elasticity 
of aggregate demand becomes a determining factor within the 
complementary range. (The firm is faced with a demand of less 
than infinite elasticity.) Given the iso-cost curve of figure 5, total 
revenue and net return will be maximized at the point where mar- 
ginal revenue becomes zero (demand becomes inelastic) since costs 
are constant. Marginal revenue for the combined output may be- 
come zero within the complementary range only if the demand for 
both commodities becomes inelastic at an output falling within 
this range. Otherwise, output of the commodity with the inelastic 
demand would be withheld from the market at the point where its 
elasticity becomes less than unity (if the demand for the other is 
elastic). An inelastic demand for forage (within the complementary 
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range) would result in an output combination falling at the apex of 
the iso-cost curve (with grain demand elastic). If demand for both 
“grain” and “forage” is elastic, the equilibrium combination will 
fall at or in the competitive range (whereas it must fall at or in this 
range for a competitive firm irrespective of elasticity of aggregate 
demand) depending on the price and substitution ratios.” 

The discussion of monopoly equilibrium has important implica- 
tions in control programs such as the historic A.A.A. which al- 
lowed substitution of forage for grain in rotation. Undoubtedly the 
program resulted in general improvement of the “social rotation” 
where it cut across the institutional rigidities which restrict product 
relationships to a competitive range alone on many farms. (It was 
inefficient in the respect that a constant reduction took some farm- 
ers only part way up the complementary range of figure 4 and 
others too far over into the competitive range.) 

From a monopoly income standpoint, however, the monopolist 
would have moved in the opposite direction had he expected that 
1) the demands for both grain and “forage” were inelastic and 2) 
that the program would have lasted long enough for both the com- 
plementary and competitive aspects of rotations (the full iso-land 
curve) to be reflected. He would have favored a substitution of for- 
age for grain acreage only 1) if the program were to be of a short 
enough time span that a competitive relationship alone between 
grain and forage be reflected (see discussion of time span) and 2) 
if the demand for forage (or forage produced products) were of a 
relatively greater elasticity than demand for grain (or grain pro- 
duced products). Only then would monopoly profits have been 
increased or maximized. Faced with the existing low elasticities of 
demand for rotation products, the monopolists would certainly 
have rejected the control program in favor of compensatory pay- 
ments alone as a means of bolstering income.*® 


7 This analysis supposes that the monopoly firm has only one indivisible plant. 
Actually a monopoly firm operating a large number of plants (farms, in agriculture) 
could not maximize profits by combining grain and forage within the complementary 
range were it possible to withdraw some plants from production. By withdrawing 
some plants from production, it would be able to replace their output with a smaller 
resource input by producing at least to the point of competitiveness in remaining 
plants. Given this divisibility of producing units, price relationships are also mean- 
ingless within the complementary range to the monopoly firm. Our analysis here 
also assumes that there is a limited amount of production factors for the industry 
(firm); such is true with land in agriculture. 

8 + rs he were able to withdraw part of his plants from production (see foot- 
note 7). 


FARM AND PropucTIon Poticy APPLICATIONS 657 


Farm Recommendations 


Agricultural economists, agronomists, and animal husbandmen 
have provided numerous data and statements which either im- 
plicitly or explicitly suggest the equilibrium or most profitable 
combination of hay and grain crops. To the extent that any of 
these is put into operation and is in error, an efficient allocation of 
resource occurs for either the individual farmer or society. Any 
one of the following common farm recommendations may be in 
error since none considers both a) the marginal rate of grain/forage 
substitution, and b) the ratio of grain to forage prices (and also 
because some ignore the fact that the marginal rate of substitution 
varies between soils and between rotations on the same soil, or that 
a complementary range exists): 1) that forage is unprofitable be- 
cause it sells at a lower price per feed unit than grain, 2) that the 
value of hay or pasture in farm operations is reflected in market 
values alone (this is untrue in the complementary range), 3) that 
the rotation which gives the greatest grain yield per acre should be 
adopted, 4) that hay should be produced when it yields more feed 
units per acre than grain, 5) that farm profits will be greater the 
higher is the index of crop yields. Too, cost of production figures 
which indicate the net returns per acre of forage as compared to 
grain are misleading in the sense that they imply a competitive 
range only. 

In terms of an iso-cost curve of the nature under discussion an 
increased output (acreage) of forage is profitable within the com- 
plementary range irrespective of price relationships. Under price 
relationships of the past, profit equilibrium exists for many soil 
types at the outset of the competitive stage. However, there are 
perhaps some important soil types for which the equilibrium falls 
within the competitive range and some for which the equilibrium 
calls for hay alone. 


Iso-Land Curves and Profit Equilibrium 


Basic information is still needed in order to facilitate the most 
efficient planning and administration of farm resources (either by, 
1) individual farmers in maximizing returns or, 2) society in maxi- 
mizing the net product). The fundamental data needed is of the 
nature provided by rotation experiments. Each different rotation 
experiment isolates a different point (A, B, C, D, E, etc. on figure 
4) of the relationship. A complete range of rotation experiments 
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would not provide an iso-cost curve in the sense of our previous dis- 
cussion. Our iso-cost (factor) curve indicated the various grain- 
forage output combinations possible from a given total cost (all 
factors). A series of rotation experiments provides instead an iso- 
land curve—a curve indicating the various output combinations of 
grain and hay possible from a fixed, equal or given land input (the 
fixed land acreage may be either, 1 acre, 80 acres, 500 acres, etc.). 
The iso-land curve is of the same general nature as the iso-cost 
curve presented in figure 4, and includes both the complementary 
and competitive ranges (of the nature and for the reasons pointed 
out in the iso-cost discussion). As forage acreage and output is 
increased, grain output will also increase even though fewer acres 
are devoted to grain. Eventually a point is reached where an in- 
crease in forage acreage and output (from a given land area) can 
occur only if both grain acreage and output is decreased. The 
equilibrium point (profit maximum for a competitive firm) may or 
may not be similar for an iso-land curve as for an iso-factor curve. 
It will be exactly identical were it considered as an iso-cost curve 
(or if all resources other than land were furnished free to the farmer, 
or from the standpoint of a landlord who furnishes only the land 
factor) since the iso-land curve then becomes an iso-cost curve. 
Equilibrium (maximum profit) can never take place within the 
complementary range of an iso-land curve if 1) the per acre costs of 
grain and forage are equal, 2) the per acre cost for forage is less 
than for grain or 3) the net return per acre of forage is zero or above 
(income per acre is greater than costs for hay even though acre 
costs may be greater for hay than for grain). The relationship of 
forage and grain prices is again irrelevant within the complemen- 
tary range (of the iso-land curve) as long as forage price is great 
enough to cover the cost of producing hay.® If condition “‘1”’ holds, 
the equilibrium is the same as outlined for an iso-cost curve. If 
condition “2” holds, a shift of land from grain to forage will lower 


® If cost per acre is greater than revenue per acre for forage (a net loss), forage 
(and grain) output will be increased 1) as long as the increase in total grain revenue 
is greater than the decrease in net forage revenue if the costs per acre for forage and 
grain are the same, or 2) as long as the increase in net grain revenue is greater than 
the decrease in net forage revenue if costs per grain acre are either more or less than 
for forage). The equilibrium then may or may not fall within the complementary 
range. If either 1) the degree of complementarity of grain with forage is great enough 
or 2) the net loss per acre of forage is small enough, the equilibrium can not fall 
short of the point of maximum total grain output although not necessarily maximum 
grain output per acre (although it could never occur beyond this point if the net 
return per acre is negative for forage. 
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costs while increasing output and revenue of both crops. For con- 
dition “3” a shift of land from grain to forage will increase net 
revenue from both hay and grain (even though forage and total 
costs increase). It is doubtful that there are any cases in which cost 
considerations will result in an equilibrium within the complemen- 
tary range of an iso-land curve.!° 

The maximum profit combination (of hay and pasture) for an 
iso-land curve can fall in the competitive range if, 1) the ratio of 
forage to grain is great enough. This equilibrium will not, however, 
occur at a point where gross price and substitution ratios are 
exactly proportional (inversely) in event the cost per acre for 
grain and forage differ. Equilibrium must consider cost differentials 
as well as price ratios and the marginal rate of substitution. It will 
occur at the point where the ratio of net prices (gross price minus 
cost per unit) is proportional to the marginal rate of substitution of 
grain and forage. 

The earlier evaluation of farm recommendations again apply to 
the iso-land curve with the cost exceptions pointed out above. The 
acre of forage must be identified as complementary or competitive 
before its contribution to income of the business can be determined. 
Grain-forage price relationships are unimportant in the comple- 
mentary range. The price of forage is important here only as it 
relates to production costs. (See footnote 10.) Price relationships 
between grain and forage are important alone in the competitive 
range. 

National Welfare 


The analysis has thus far been in terms of returns to the business 
firm. We now turn to some considerations of the social product 
(to which monetary returns simply represent a means). In terms of 
resource efficiency, the social product could never be maximized 
by a grain-forage combination falling in the complementary range 
of an iso-factor curve. This would be true either if 1) both forage 
and grain were used in direct human consumption or 2) grain were 
used and direct consumption and forage were “thrown away” 
(or contrariwise). 

Only a small fraction of the total Cornbelt, corn-oats-forage rota- 
tion output is used in direct human consumption. It is mainly the 


10 The forage costs can always be reduced to the land and seed inputs by renting 
the forage land out as pasture. The forage as pasture then has to sell only for enough 
to cover seeding and fencing costs to make expansion profitable through the comple- 
mentary range. 
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input for the more ultimate consumption good, livestock products. 
Accordingly, the following analysis deals with the optimum welfare 
rotation in this case. To facilitate the analysis we first consider an 
iso-land relationship for crop output and consider only grain and 
forage as the input for livestock output. (We have left aside for the 
time being the input of labor and capital—other than grain and 
forage—in producing crops and livestock. These can be integrated 
into our analysis by considering forage and forage-related inputs of 
other factors versus grain and grain-related input of other factors 
instead of grain alone versus forage alone.) Given this situation, 
what is the optimum rotation relative to a given output of live- 
stock products desired by society? 

The answer is determined by 1) the rate at which grain and 
forage substitute for each other as product outputs (the iso-factor 
curve) and 2) the rate at which grain and forage substitute for 
each other as feed inputs in the producing of a given output and 
type of livestock product. This can best be illustrated by considera- 
tion of one addition production relationship, the iso-product curve. 
When two or more factors serve as inputs for output of a given 
kind and quantity of product, several different factor relationships 
are possible: 1. They do not substitute for each other—must be 
combined in fixed proportions (the combination of hydrogen and 
oxygen for water). 2. They substitute for each other at a constant 
marginal rate (substitution of number 1 for number 2 corn in pro- 
ducing pork). 3. They substitute for each other at a diminishing 
marginal rate. On the basis of known transformations, the latter 
is the case which largely holds for grain-forage produced livestock. 
It is illustrated by figure 6. Grain (vertical axis) and forage (hori- 
zontal axis) are considered as two substitutable factors in produc- 
tion of livestock. The curve GF is an iso-product curve. It suggests 
the various combinations of grain and forage that can be employed 
in producing a given output (or equal outputs) of livestock (e.g. 
100, 1000, or 1,000,000 lbs. of milk or pork or beef, etc.). Here grain 
and forage are competitive (the more of one employed the less of 
the other required) and 2. substitute for each other at a diminishing 
rate (increasingly greater quantities of forage are required to sub- 
stitute for each successive unit of grain replaced and vice versa) 
as is denoted by the slope (curvature) of GF. 

In order for the livestock output to be maximized from a given 
land area, the marginal rate of substitution of forage and grain as 
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product outputs from the land must be equal to the marginal 
rate of substitution of forage and grain inputs for livestock prod- 
ucts. This equilibrium can best be illustrated by figure 7, where 
the iso-factor and iso-product curves are considered together. The 
maximum livestock output can never be forthcoming from a given 
land area by a rotation representative of any point in the comple- 
mentary range of the iso-factor curve. A greater livestock produc- 
tion would always be possible if forage and grain output were both 
increased (or a smaller land input would be necessary for a given 
livestock product output) through this range. The highest output 
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of livestock product consistent with a given iso-land curve is repre- 
sented by tangency of the iso-factor and iso-product curves of figure 
7. It is at this point that the marginal rate of substitution of grain 
and forage as product outputs from the land is equal to the mar- 
ginal rate of substitution of grain and forage as factor inputs for 
livestock production. If more forage (and less grain) were produced, 
both 1. successively smaller quantities of forage could be obtained 
for each grain unit sacrificed as a product output (the iso-factor 
curve) and 2. successively greater quantities of forage would be 
required to replace each grain unit used as a feed input (the iso- 
product curve). A similar “waste” would result if forage output 
were reduced below this optimum. With a low marginal rate of 
substitution of forage for grain (either as a product output or feed 
input) the equilibrium will occur at the point of maximum grain 
output (as denoted by iso-product curve LW). With a high mar- 
ginal rate of substitution of forage for roughage (either as a product 
output or feed input) the equilibrium will occur for a rotation 
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falling in the competitive range of the iso-factor curve (as denoted 
by HJ). In any event, the livestock production can never be maxi- 
mized by a forage acreage and output which falls short of that nec- 
essary to give a maximum grain output from given resources. 

The above analysis suggests specifically the rotation or grain- 
forage output combination which would result in a maximization 
of livestock products from a given land area (or minimum land 
input for a given livestock output). Basic information is still 
needed for answering the many problems and controversies center- 
ing around extension of forage acreage in the Cornbelt. Sufficient 
data are not now available from physical researches to indicate the 
marginal rates of substitution of grain and forage both as 1. prod- 
uct outputs from the land and 2. feed inputs for livestock. When 
these data are available, consideration of other resources can be 
integrated to indicate the optimum social rotation." 

In the conceptual analysis presented here, the conclusions would 
be of the very same nature were the two relationships presented in 
terms of 1) an iso-factor curve including labor and capital as well 
as land inputs and 2) an iso-product curve with forage and forage- 
related factors as substitutes for grain and grain-related factors. 
The optimum social rotation is then again indicated by equation of 
these two marginal rates of substitution. It can never occur within 
a range denoting complementarity on a complete iso-factor curve 
(one including labor and capital resources as well as land). 

A perfect pricing and agricultural system would result in exactly 
this equilibrium (for that portion of resources required to produce 
the livestock products “desired” by consumers). Three major ob- 
stacles stand in the way of this optimum: 1. Lack of knowledge by 
operators results in rotations short of the optimum. (The recom- 
mendations are confusing and conflicting even within and between 
groups of agricultural economists and physical scientists who sug- 
gest equilibriums to farmers.) 2. The short-time span which must 
be considered on many rented farms gives rise only to a competitive 
relationship between grain and forage and results in an equilibrium 
short of that which maximizes grain output. 3. The telescoped 
economic horizon which grows out of capital limitations, farm fore- 


11 For some preliminary results of a cooperative project designed by economists 
and technologists to isolate these relationships see M. L. Peterson, C. C. Culbertson 
> oe Heady, Iowa Farm Science Reporter, June 1948, “Good Pasture— 
G eef,” 
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closures, and economic fluctuations similarly gives rise to pure com- 
petitive-type iso-factor relationships. 


Production Goals 


Production goals have been set annually since the outset of the 
war. Seven years have elapsed since this planning was established. 
Though now ineffective because means of implementation are lack- 
ing, it appears that goals will continue to be established for the 
next several years because of world food shortages. Too, it is not 
impossible that future world political events might take a turn to 
put a strain on food-producing resources. Certainly the period of 
planning and goal setting is stretching into a period long enough 
that the full complementary effects of rotations might be reflected 
on numerous soil types. Now as at the outset of goal planning, each 
year is taken as independent of others. Goals are put somewhat on 
a basis as if forage and grain crops relate to each other in a compet- 
itive manner alone. This would be the correct basis for goals ex- 
tending over a short period of one or a few years. Yet because of the 
longer period over which goals have been and may be stretched, 
serious thought should be given to setting future production goals 
at a level which fully consider the complementary relationships 
between forage and grain in Cornbelt and similar rotations. (This 
may not be an important factor on all soil types, however.) Pro- 
duction goals have small value since they are not now implemented. 
However, goals inconsistent with a maximum food output, a cur- 
rent criterion, make even less sense. 


Dynamics and Price Expectations 


Our main analysis has been in terms of static economics. In 
another paper we can formulate a complete analysis which encom- 
passes price variations and other dynamic forces. Mention of a 
few conditioning factors may be helpful here, however. In areas 
where the natural store of fertility has not been depleted or where 
rainfall is limited to an extent that a complementary effect is ab- 
sent, the equilibrium is of the nature suggested by figure 2. 

Rotations bring up a somewhat unique situation in forward 
prices. Under extreme price variations, the firm is likely to look at 
rotations from the standpoint of a year’s time span (figure 2). Ac- 
cordingly, it may break away from the long-run rotation (which 
will maximize the social product), to take advantage of a high level 
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of prices before a market break occurs. A forward pricing scheme 
could not eliminate social waste of resources here by simply keep- 
ing price and cost ratios constant or in line with consumer prefer- 
ences and techniques. If price and cost ratios were announced and 
retained in a constant relationship to each other as a reduction in 
the general level of prices might be necessitated, the farmer (pro- 
ducing to the end of the complementary range in the long-run) 
would still favor a shift to a cropping plan within the year which 
would reflect the maximum grain output. Forward prices which 
specify variations in levels of future prices would still encourage 
this resource inefficiency which stems from the timing of produc- 
tion. 


OBJECTIVES AND METHODS OF GOVERNMENT 
PRICING OF FARM PRODUCTS 


W. M. Drummonp 
Ontario Agricultural College 


URING the last two decades prices of farm products have, 

to an ever-increasing degree, been the result of government 
intervention. The trend in this direction has been well-nigh uni- 
versal and present indications are that it will become even more 
pronounced in the years immediately ahead. These are simple 
statements of well-known facts. Another fact which is perhaps not 
so clearly recognized is that this tendency of governments to partic- 
ipate in the determination of prices is a development of the most 
fundamental character. It is this basic significance of government 
pricing! and not merely the current interest in and reliance upon it, 
which justifies special consideration of the concept and its implica- 
tions by students of agricultural economics. 

For all practical purposes governmental determination of prices 
must be thought of as an alternative to or substitute for the tra- 
ditional method whereby prices result from the interplay of supply 
and demand forces in the so-called open market. In the same way 
the present emphasis on government pricing may be regarded as a 
fair measure of the degree of dissatisfaction with the traditional 
method. The criticism of that method, while somewhat varied in 
character, is perhaps best indicated by a common comment of 
farmers and farm organization leaders. That comment is to the 
effect that ‘supply and demand’ prices are simply not good enough. 
The inference here, of course, is that some other kind of prices 
would be so much better that it simply must be secured. There is 
the further implied assumption that the securing of such better 
prices is quite possible. 

The possibility of choosing from two or more pricing methods 
suggests the need for deciding the function or functions which 
prices can or should be expected to perform in our economy. It 
may well be that a pricing system which is ideally suited for one 
purpose is entirely unsuited for another. In any case it seems en- 
tirely unlikely that any pricing system can be found which would 

1 In this paper the term ‘government pricing’ will be understood to include any 


governmental action which is calculated to influence, in whole or in part, the price 
at which a farm product is sold. 
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prove equally satisfactory for all purposes.? Indeed there would 
seem to be a very early limit to the number and kinds of things 
which any pricing system can be expected to do. The present day 
desertion of the open market system is due primarily to the fact 
that that system has been held responsible for the failure to achieve 
certain very desirable results. Conversely it is the hope and belief 
that these results can be attained through some type of govern- 
mental intervention that is mainly responsible for the recent grow- 
ing support for government pricing. The degree of justification of 
government pricing programmes would seem to depend on three 
things. In the first place it will depend on the nature of the pricing 
objectives. In the second place it will depend on the extent to 
which the specific means employed to attain the desired objectives 
can be relied upon te produce results. Finally it must depend on the 
extent to which pursuance of one set of objectives makes impossible 
the attainment of others. 

From experience to date it would appear that the specific objec- 
tives of government pricing programmes may be both numerous 
and varied. Even a partial listing of the declared objectives will 
indicate the possibilities. Among the specific aims perhaps the most 
common has been to secure prices considerably above those that 
would result from the ordinary operation of competitive market 
forces. Whether the higher prices are to give farmers a larger share 
of the national income, purchasing power corresponding to that 
of some other periods or classes, or compensation for increased costs 
the central idea has been that prices should be raised in spite of 
any condition of over supply or lack of demand. During the decade 
of the thirties price raising was the basic purpose of most govern- 
ment attempts to influence prices. The fact that they were or- 
dinarily referred to as price-raising programmes is clear evidence 
that such was the case. A second very important and common ob- 
ject has been to provide special price deterrents or inducements and 
thereby discourage or encourage the use of agricultural resources 
for particular purposes. There may be a desire to bring about agri- 
cultural self-sufficiency as in pre-war Germany. Or it may be part 
of a plan to conserve foreign exchange as in present-day England. 
In any case the assumption is that special direction of production 
is in order and that a government pricing programme can and 


2 See e.g. an article entitled “A Production and Marketing Price Policy” by 
T. W. Schultz in the April, 1948, issue of Farm Policy Forum. 
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should be used to this end. Closely related to although somewhat 
different from the foregoing is the provision of a price situation 
which is designed to bring about a general expansion of production. 
It is this aim that is mainly responsible for the creation of guaran- 
teed prices which are usually based on production cost estimates. 

Quite different is the objective of those who suggest that govern- 
ments should engage in forward pricing operations. In this case the 
central aim is to help insure that the production decisions made by 
the farmers are in line with the true general supply and demand 
situation. In the absence of forward price guarantees each indi- 
vidual producer is forced to arrive at his own estimate of future 
price when making his present decision in regard to production. 
Because the average producer is not in a position to obtain and use 
all the latest outlook information, his production decisions are 
certain to be characterized by a large margin of error. It is felt 
that, if the calculations regarding the future supply, demand and 
price situation are made by specialized government investigators, 
the degree of error can be reduced to the point where the govern- 
ment will be justified in guaranteeing future payment of prices not 
significantly less than the actual market prices likely to prevail. 
Since the guaranteed future prices would remove all but a minor 
part of the producer’s price uncertainty, the mistakes in production 
resulting from this uncertainty would tend to disappear. To the 
extent that this happened those fluctuations in supply and there- 
fore in price and income which occur because of producer miscal- 
culations would be minimized. The general result should be some- 
what greater stability from year to year and greater uniformity of 
income as between producers. Guaranteed forward pricing does not 
interfere with the ordinary operation of market forces and there- 
fore does not, on the average, result in prices above the competitive 
level. On the other hand it should help to insure that a larger num- 
ber of producers secure the full benefit of whatever market price 
may happen to exist. 

There can be little doubt that many people regard the obtaining 
of more stable farm prices and incomes as a very important and 
possibly even the most important objective of government pricing 
activities. For the most part it is stabilization of income from year 
to year that is wanted. This is not surprising in view of the tre- 
mendous fluctuations that have occurred. One has only to contrast 
the situatio: which prevailed during the most of the 1930’s with 
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that which preceded it or that which has developed more recently 
to appreciate the possible degree of instability together with the 
desirability of getting it reduced. The fluctuations in price from 
day to day and season to season are much less serious, the former 
because they more or less tend to cancel out and the latter because 
they can be anticipated and therefore adjusted to. What farmers 
really need and want is elimination of the pronounced price and 
income variations that occur despite little or no change in their 
production. When it is suggested that the government or govern- 
ments should evolve a pricing system in order to remove instability, 
the implication is that, by this means, farmers can and should be 
insulated against those ups and downs in prices which characterise 
the general business cycle. In actual fact most of the interest seems 
to centre in avoiding the price declines rather than the increases. 
To that extent one might conclude that it is not so much price 
stability as price adequacy that is the real concern. In any case the 
significant thing is the suggestion that, somehow or other, govern- 
ment action should be invoked to provide reasonably stabilized 
incomes no matter how great the changes in supply and demand 
may be. It is not always clear whether the advocates of such action 
are thinking of it as a means of actually preventing a general de- 
pression or merely as something which may be used to counteract 
its price-depressing effects. 

Closely related to the last mentioned objective is the idea of using 
a special government pricing system to improve the nutritional 
standards of low income consumers wherever they may be and 
consumers generally in undeveloped areas. Sometimes this is 
spoken of as a way of basing consumption on need rather than on 
profit. What it amounts to is a plan whereby the consumption of 
and income from farm products would be expanded by requiring 
the financially more able section of the community to subsidize 
and thereby permit consumption on the part of the less well to 
do. Subsidization would take place whether part of the price ac- 
tually received by producers for the extra products consumed was 
paid out of the public treasury or whether producers agreed to ac- 
cept a lower price for that part of their products which went to the 
low income consumers. In either case consumption would be 
stepped up while the possible existence of price-depressing sur- 
pluses would be lessened if not entirely eliminated. It is generally 
recognized that the world’s need or desire for food is virtually 
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unlimited. It is also realized that if anything like full use were made 
of the most efficient production methods which already exist, the 
volume of production would be greatly expanded. Before very 
serious efforts at production expansion can be expected, producers 
must be assured of the ability to dispose of the extra product at 
reasonably remunerative prices. This all means that, in order to 
step up both production and consumption, some method must be 
found whereby the virtually unlimited need for food can be trans- 
lated into a truly effective demand. It is to achieve this end that a 
special type of government pricing programme is being advocated. 

Quite apart, however, from any desire to expand either produc- 
tion or consumption, there is a very general feeling that even with 
supply and demand conditions as they now are, exporting and im- 
porting operations must continue for some time at least to be car- 
ried on under government auspices and on a contract basis. To the 
extent that government trading is to continue, it would seem that 
arrangements for the governmental] determination of prices will be 
absolutely essential. In other words, government pricing wiil have 
to be an integral part of government trading. Under these circum- 
stances it might be said that since competitive buying and selling 
in the ordinary sense no longer exists, prices will simply have to be 
the result of government action. One might well ask, for example, 
how else prices could have been determined when Canadian farm 
products were sold to the United Kingdom and other European 
countries in recent years. 

Somewhat similar is the claim that governments must step in to 
arrange prices whenever producer and consumer groups find it 
impossible to reach mutually satisfactory price terms. The most 
familiar example of such a situation is found in connection with the 
disposal of whole milk although other illustrations are provided 
wherever group selling on a contract basis takes place as is the 
case with various products in this province. In all such cases it is 
argued that government price action, either actual or potential, is 
necessary since satisfactory determination of prices is a matter of 
public interest and importance. Whether the government agency 
stands by as an official referee during private price negotiations or 
undertakes to arbitrate a price in the event that these negotiations 
break down, the general purpose is to see that price equity is es- 
tablished and that the general welfare is safeguarded. 

There is still another objective which is to some extent implied 
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in some of those already mentioned but which is sufficiently dis- 
tinct to warrant separate mention. This is the idea that a govern- 
ment pricing system, if properly designed, can do much to bring 
about a world-wide expansion of production and trade. While there 
is general agreement about the desirability of an expanded econ- 
omy, there is considerable difference of opinion as to the prerequi- 
sites of securing it. It is fairly obvious, however, that there is need 
for a more speedy shifting of production to areas where the greatest 
possible efficiency can be secured. Whether this shifting can be 
most effectively induced by removing all possible impediments to 
the natural flow of trade and the free play of price-making forces or 
by establishing a special type of trading and price arrangements is 
something about which opinions may differ. Those who favour 
the latter method claim that the general expanding benefits of a 
free-trading and pricing system depend on the prior existence of 
circumstances which unfortunately do not exist to-day and cannot 
possibly exist for several years at least. It is suggested that before 
that system can be expected to function satisfactorily there must 
be a reasonable balance between internal needs and external pur- 
chasing power. Since this situation is exactly the opposite of that 
presently prevailing in the great majority of countries, it is argued 
that these countries simply must continue to exercise control over 
the kinds and amounts of goods imported and exported. Failure 
to do so would mean inability to secure the scarce commodities 
which are essential for reconstruction. Moreover, if free trading 
was permitted, the inflationary conditions prevailing would result 
in importation of those goods which would yield the highest profit 
rather than the goods which were most urgently needed. Indeed it 
is suggested that “if an essentially free trade policy had been pur- 
sued by the countries of Europe in the paralyzed state that many 
found themselves in during the closing days of the war, it seems 
highly probable that a complete breakdown rather than a recovery 
of trade would have resulted.”* The implication is that the state- 
ment would apply equally to the present and future period of recon- 
struction. 

Those who urge state trading on the grounds of current necessity 
insist that it is entirely consistent with the multilateral trading 


3 See article entitled “Trends in International Trade Policy” by Willard W. 
Cochrane and Erik Mortensen in the January, 1948 issue of Economic Review of 
Food & Agriculture. 
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principle. The mere fact that the trading deals are arranged be- 
tween governments rather than private firms or individuals is held 
to have no fundamental significance. And while it is admitted that 
past government agreements have tended to restrict production 
and raise prices, it is suggested that such results are not inherent 
in the agreement concept. On the contrary it is held that, if the 
proper procedures are followed, these agreements will definitely 
result in production and trade expansion and in prices that are as 
satisfactory to consumers as to producers. 

In the interest of at least reasonable completeness this list of 
objectives should include some reference to the role of government 
pricing in the prevention of inflationary price increases. In view of 
the emphasis placed on this objective since the start of the recent 
war it seems unnecessary to do more than mention it here. Cana- 
dians generally are thoroughly familiar with the meaning and dan- 
gers of inflation and the nature of the anti-inflation drive that has 
been undertaken by the national government through its agency, 
the Wartime Prices and Trade Board. There is well-nigh universal 
agreement that the Board achieved remarkable success in the per- 
formance of a most necessary task. 


Government Pricing Methods or Procedures 


The wide variation in the nature of pricing objectives makes it 
fairly obvious that no one type of programme can be equally satis- 
factory for all purposes. Indeed it would seem that, to a consider- 
able extent, the method or kind of programme used must depend 
not only on the objective or objectives desired but also on the par- 
ticular set of circumstances which happen to exist at the time and 
place. What might be suitable for general depression periods would 
probably be quite unsuited to a wartime emergency situation. Or 
again a compensatory payments plan which would be entirely ap- 
plicable to United States conditions might not be at all feasible in 
Canada due to the fact that this country’s farm exports make up 
a much larger percentage of total production. In the same way a 
programme that might be very desirable when all countries are 
about equally well supplied with goods and foreign exchange might 
be positively dangerous under conditions of the opposite sort. This 
all suggests the need for choosing between several possible objec- 
tives plus care in selecting pricing programmes that seem calculated 
to achieve the chosen ends. A brief consideration of some of the 
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more important methods applied or advocated thus far will show 
clearly that such is the case. 

When primarily concerned with getting increased farm income, 
governments have used a great variety of plans. Funds collected 
through processing taxes have been paid to farmers in return for 
promises to refrain from producing. Marketing schemes have en- 
deavoured to limit the supplies entering market channels. Surplus 
disposal schemes such as the Stamp and School Lunch Plans have 
given goods to low income consumers at less than regular market 
prices. A percentage of commodities already produced has been 
deliberately destroyed or used for non-food purposes. Protective 
tariffs, quotas, quantitative restrictions and exchange controls have 
limited imports. Amounts sold in domestic markets have been re- 
stricted by the subsidization of exports. Monetary inflation has been 
induced to provide additional purchasing power. Efforts have been 
made to reduce production by direct controls. Public funds have 
been used to ensure that prices would reach a stipulated level. Di- 
rect cash subsidies have been resorted to in emergencies. Generally 
speaking all such measures are restrictive in character and therefore 
entirely inconsistent with the recent emphasis on expansionist 
economy. 

To obtain specific use of resources, chief reliance is placed on 
guaranteed minimum prices which are raised or lowered in accord- 
ance with statistical evidence of market requirements. Such price 
inducements or deterrents may or may not be accompanied by 
production directives. 

To bring about a definite over-all increase in production, prices 
are not only guaranteed (sometimes for a period of several years) 
but are raised by the amount thought necessary to induce the de- 
sired degree of producer response. The extent to which this method 
will prove satisfactory will depend on several things. One is the 
knowledge which the price-setting authorities have of the price- 
supply relationships of each product. Another is the financial con- 
dition prevailing among producers during the period of response. 
Farmers who are financially impoverished as the result of several 
years of depression conditions will be more anxious to expand out- 
put than those who have recently enjoyed the economic fruits of 
several good years. Still another conditioning factor is the tech- 
nological as distinct from the economic possibility of expanding 
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production. Any expansion programme must assume that the tech- 
nical capacity for production is not yet fully taxed. 

In order that farmers may make correct decisions when planning 
production, governments undertake to secure the best possible 
outlook information and disseminate it in every possible way. In 
addition to this, however, they may engage in forward pricing oper- 
ations. As already indicated this means that farmers will be guaran- 
teed minimum prices before the start of the production period. 
While these forward prices would be guaranteed prices, they would 
also be supply and demand prices. Indeed it is precisely because 
they would be in line with the actual prices expected to result from 
the interplay of supply and demand that governments could afford 
to guarantee them. While primarily intended to make supply coin- 
cide more exactly with market requirements, they are incidentally 
expected to reduce those fluctuations in actual price and income 
which result from mistaken expectations regarding the future de- 
mand and price situation. They may help to eliminate the well- 
known cycles which have characterized agricultural production in 
the past. For successful operation of forward pricing plans two 
requirements must be met. The calculations of future conditions 
made by the government experts must be more accurate than the 
guesses of the average producer. In the second place producers 
must believe that the guaranteed minimum price will be a reason- 
able index of the market price which will, in fact, prevail. This 
second condition will, of course, tend to be fulfilled provided the 
first one is. 

It is in connection with the efforts to achieve stabilization, to 
improve nutrition and to develop an expanding economy that much 
of the present controversy regarding pricing methods centres. 
Speaking summarily the plans thus far suggested involve consum- 
mation of a contract and sale at a contract price plus development 
of a mechanism designed to insure that the terms of the contract 
can actually be fulfilled. Since it is recognized that instability of 
price and income reflect instability of supply and/or demand, it is 
necessary to find ways of either reducing these supply and demand 
variations or devise means to prevent them from exerting their 
normal influence on price. For the most part it seems to be as- 
sumed that little can be done to actually reduce the supply and 
demand variations themselves. In any case most of the suggestions 
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have to do with possibilities of offsetting their effects. The most 
common line of procedure is well illustrated by the recommenda- 
tions of the F.A.O. Preparatory Commission on World Food Pro- 
posals.4 According to these recommendations it would be possible 
to achieve the combined objectives of a more stable farm income, 
higher nutritional levels and a more expanded economy through 
the operation of a multilateral international commodity agreement 
somewhat after the pattern of the recently-negotiated World Wheat 
Agreement. Such an agreement should stabilize price at a level fair 
to both producers and consumers; should avoid production restric- 
tion and stimulate consumption expansion; and should encourage 
shifts in production to areas where commodities can be most effi- 
ciently produced. The first step would be to get agreement on the 
level of the stabilized price, or more probably the range within 
which the price would be maintained. Assuming that were done the 
next requirement would be the building up of Price Stabilization 
Reserves. Reserves would be accumulated when the price fell to the 
stipulated minimum or floor and sold if and when price rose to the 
maximum or ceiling level. These price stabilization reserves would 
serve to eliminate price fluctuations arising from variations in either 
supply or demand. The main supply variations would be those re- 
sulting from variations in yield while the really significant varia- 
tions in demand would signify alternations between general pros- 
perity and depression. 

While the above technique might serve to stabilize price so long 
as supply and demand fluctuated within reasonable limits, it would 
hardly suffice in the event of pronounced increases in supply or 
pronounced decline in demand. Should either of these developments 
occur it would be impossible to sell all the products at a price within 
the stabilized price range. It is therefore suggested that any product 
which cannot be disposed of at that price level be sold to needy or 
low-income groups at a price considerably below the regular or 
stabilized level. This would be a surplus disposal programme similar 
in principle to the well-known Stamp Plan but applied internation- 
ally. According to this arrangement it is only to the extent that 
surpluses above ordinary market requirements actually appear that 
any improvement in nutrition can take place. 

Inability to sell the entire supply at the regular or stabilized 


4 Report of the F.A.O. Preparatory Commission on World Food Proposals, Febru- 
ary, 1947, pp. 21-30. 
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price and the necessity of disposing of part of it at some lower price 
or prices dictates the use of a quota plan. No exporting country 
would enter an agreement unless it was assured of a definite share 
of the higher-priced market and a definite limit to the disadvantage 
of having to sell in the lower-priced market. In the same way no 
importing country would sign an agreement until satisfied that it 
would not have to buy more than a stipulated amount of its total 
purchases at the higher price. The real weakness of such a quota 
plan is that it makes it difficult if not impossible to insure that 
production will expand where costs are low and contract where 
costs are high. In practice quotas will naturally tend to be based on 
past performance. Proponents of agreement programmes suggest, 
however, that this difficulty can be circumvented at least in part 
by periodic reallotment of quotas in the light of demonstrated 
ability or inability to supply previous quotas at the stabilized price 
level. 

The foregoing is merely an outline of the basic ideas involved in 
the commodity agreement approach. There would obviously be 
many problems connected with administration and financing which 
cannot be considered here. Important as these may be the first 
thing to decide is the extent to which an agreement, if it could be 
successfully operated, would achieve the desired results. Once that 
decision is made the actual feasibility of the programme may be 
considered. 

The main alternative, if there still is any real alternative, to the 
method just mentioned would be to take all possible steps to reduce 
the supply and demand fluctuations while permitting price to be 
determined according to the natural play of market forces. Instead 
of assuming major variations in supply and demand to be inevita- 
ble, this method would work towards their removal. It would try to 
eliminate the main problem by attacking it at the source. The con- 
crete attack might be many-sided in nature. For one thing some 
reduction of those supply variations which result from farmers’ 
mistaken judgments regarding market prospects might result from 
a more thorough-going spread of outlook information. The adoption 
by each country of the forward pricing technique might be even 
more effective in this connection. Variations in crop yields might be 
reduced by more general application of scientific findings in con- 
nection with moisture conservation, varietal zoning, plant genetics 
and plant disease control. In the same way variations in production 
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of livestock and livestock products might be reduced by fuller ap- 
plication of scientific knowledge in the fields of animal genetics, 
animal nutrition, and animal disease control. In respect to demand 
stability the main requirement is, of course, the prevention of gen- 
eral depressions. In this connection the recently-developed possi- 
bilities of earlier detection plus the various counter-cyclical devices 
of a financial or fiscal nature that have been attempted or suggested 
give promise that considerable may be done. Another common 
cause of variations in both supply and demand is the alternation 
between imposition and removal of the various artificial impedi- 
ments to international trade. A general and continuous drive to- 
ward greater freedom of trade would have a definitely stabilizing 
effect. A further stabilizing influence would be the adoption of pro- 
grammes aimed at making it easier for people to get out of agricul- 
ture. Such programmes would help to bring about supply reductions 
in line with falling demand. Relative fixity of supply despite pro- 
nounced declines in demand is a very important cause of wide 
fluctuations in price. 

If, after all these things had been done, prices were still found to 
fluctuate and fall too much, each country could then consider the 
supplementary payment plan.® As usually presented this is re- 
garded as something which may be used as a second line of defence 
in the event of a general depression. While it cannot be expected to 
take the full impact, it may definitely soften the blow. And while 
not looked on as a cure for depressions, its prompt application might 
have considerable counter-cyclical effect. The price-raising and 
stabilizing benefits would naturally vary with the amount of funds 
available for making payments. This, in turn, would depend on how 
large a part of each nation’s income was of the non-agricultural 
sort. In countries like the United States, for example, where farm 
income, though large, is a relatively small fraction of the total na- 
tional income, much larger supplementary payments could be 
made than in a country like Canada where agricultural income 
forms a relatively large percentage of the national income even in 
the worst of depression years. The size of the revolving fund 
($200,000,000) provided for in connection with the Agricultural 


5 For a full explanation of this see Chap. X of Agriculture in an Unstable Econ- 
omy by T. W. Schultz, University of Chicago Press, 1945. 
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Prices Support Act, 1944,° may afford some idea of Canada’s pres- 
ent capacity to provide supplementary payments. 


Possible Bases for Determining Actual Level 
of Government Prices 


Any serious discussion of the general subject of government pric- 
ing must include some consideration of the bases on which the 
prices are actually determined. Whether it be in peace or war, in 
prosperity or depression; whether it be negotiated, arbitrated, dic- 
tated or calculated, the fact remains that an actual price level must 
somehow be arrived at. The question is what criteria are to be used 
when determining the price? Within the limits of this paper one can 
do little more than mention some of the commonest answers to this 
question. One such answer is that the price should be made equal 
to the full cost of production. This is the method followed in recent 
years by New Zealand when establishing minimum guaranteed 
prices.” The trouble with this is that it is extremely difficult and 
expensive to make accurate and continuously up-to-date cost 
calculations and virtually impossible to select a summary figure 
that will be satisfactory in view of the wide variation of costs as 
between producers. There is the further fundamental weakness that 
it is an attempt to determine price from the supply side only. 
Another suggestion is that the price selected should be one which 
will give farmers a specified degree of purchasing power. It may be 
the purchasing power presently existing or that which existed at 
some time in the past. This is the familiar parity idea, the strong 
and weak points of which are already well known. A somewhat dif- 
ferent plan is to start with prices as they now are and then increase 
or decrease them by an amount that may be expected to bring 
about a desired change in income or production. This was the gen- 
eral policy adopted by the Canadian government in its Wartime 
price-fixing efforts. In pre-war Germany the existing market price 
was at first only slightly changed to achieve certain political ends. 
Before long, however, the mechanism of the market ceased to exert 
much influence and the price-fixing authority took its place. Instead 
of allowing supply and demand to determine price, the price was 


6 8 Geo. VI, c. 29, An Act for the Support of the Prices of Agricultural Products 
during the transition from War to Peace. Assented to Aug. 15, 1944. 


‘ He Zealand Dairy Board, Twenty-first Annual Report for period end. July, 
945, p. 10. 
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first established and then a series of prohibitions and orders were 
used to ensure that the established price was the right price. In- 
stead of being a determined factor price became a determining one.*® 

Still another plan, which is somewhat similar to the first one 
mentioned above, involves changing the existing price in accord- 
ance with changes that have occurred in the prices of major cost 
items. Price would be reestablished periodically with the aid of a 
relatively simple formula. This, however, is not a method that can 
be used for the initial establishment of a price. It is rather a way of 
maintaining a constant relationship between prices and costs. As 
such it is subject to the limitation of any plan which fails to reflect 
the fact that changes in price may be due to changes in demand as 
well as changes in supply. 

A method which attempts to avoid this limitation is that recently 
recommended by a special committee appointed to “study the 
problem of how best to establish Class I milk prices in the Boston 
Market in 1948 and succeeding years.”® The method calls for con- 
sideration of changes in the milk supply, changes in the demand for 
milk and changes in the general wholesale price level, as well as 
changes in costs of production. It recommends use of a formula 
which would relate the milk price to the general price level, the 
grain-labor index for New England, and department store sales in 
New England. 

Finally, a word may be said regarding the F.A.O. Preparatory 
Commission’s suggestion that prices should be stabilized at levels 
fair to producers and consumers alike. Just how this is to be done 
is not made clear although it is suggested that the governments 
should aim “At a price which as far as possible is fair to the condi- 
tions of living of both producers and consumers.’”” This suggests a 
price based on producer and consumer income levels. It seems more 
probable, however, that, in practice, the price would be conditioned 
by the relative bargaining powers of the various parties concerned. 
In that case several widely different factors might enter the picture. 
The degree of urgency for finding a market would be an important 
factor. The amount of foreign exchange available to purchasers 
would be another. The relative bargaining skill of the negotiators 


8 “Germany’s Defence Economy and the Decay of Capitalism,” by Frieda 
Wunderlich. Quarierly Journal of Economics, Vol. 52, 1987-38, p. 410. 

® “A Recommended Basis of Pricing Class I Milk in the Boston Market.” A 
Report by the Boston Milkshed Price Committee. 

10 The Report of the Commission, p. 24. 
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would play a part. Political influences such as the general attitude 
of the governments towards self-sufficiency or international inter- 
dependence, importance of and protection for the farm population, 
the need for preventing inflation, or the need for avoiding consumer 
unrest would enter in. The net result would be called the negotiated 
price. In connection with this matter it might also be suggested that 
a price that would be considered fair or satisfactory in 1948 would 
not have been so regarded in 1933. The prices named in the recent 
wheat agreement would have seemed very unfair to consuming 
countries in the 1930’s. In the same way even the lowest prices 
suggested during negotiation of that agreement would have ap- 
peared more than eminently fair to producers in the earlier period. 
In the United Kingdom the government has recently undertaken 
to give farmers guaranteed prices in return for production effici- 
ency."' This may be regarded as a bargain between the two parties 
and, in a sense, the prices guaranteed may be thought of as fair to 
producers and consumers alike. In this case, however, there is an 
implied assumption on the part of consumers, as represented by 
their government, that fair prices in the future will mean lower 
prices. In other words unless prices fall as time goes on, irrespective 
of cost, they will be regarded by consumers as too high and there- 
fore unfair. But unless prices continue high enough to cover esti- 
mated costs producers are likely to consider them unfairly low. 


1 The Agriculture Act of 1947. 


APPRAISAL OF THE ECONOMIC CLASSIFICATION 
OF FARMS 


K. L. Bacuman, J. C. Exticxson, W. D. GoopsELL 
Bureau of Agricultural Economics 
AND Ray Hur.ey 
Bureau of the Census 


ONSIDERABLE progress has been made in the development 
of a new economic classification of farms since the article by 
Benedict, Elliott, Tolley, and Taeuber appeared in this JoURNAL in 
November 1944.! Farms in the Master Sample of the 1945 U. S. 
Census of Agriculture have been classified and information as to 
these groupings has been recently published by the Bureau of the 
Census.? Finally, tentative criteria and suggested groups have been 
developed for an improved classification to be used for the 1950 
Census. An appraisal of the work at this time seems appropriate. 
The object of this article is to: 
1. Review briefly the purpose of the economic classification of 
farms. 
2. Evaluate its usefulness in providing: 
a. A more adequate description of American agriculture. 
b. A framework for research and statistical work. 
3. Discuss some of the limitations of the 1945 classification and 
the tentative suggestions for modification in 1950. 


Purpose of Farm Classification 


Differences in size of farm operations and related vocational in- 
terests of the different groups of farms in the agriculture of today 
makes imperative some subdivision of farms into different classes in 
order to make farm statistics more meaningful and useful. The 
average farm represents a blend of unlike groups, as farms vary 
from small residential units to extremely large-scale farming units. 

The economic classification of farms is designed for the purpose 
of “segregating groups of farms that are somewhat alike in their 
characteristics and have similar problems.” Existing classifications 
are inadequate, particularly “in showing the scale of operations and 
relative significance of the different producing groups in the total 


1M. R. Benedict, F. F. Elliott, H. R. Tolley, C. Taeuber, “Need for a New 
Classification of Farms,” this Journat November 1944. 

2 Special Report 1945 Sample Census of Agriculture, U. S. Bureau of the Census. 

3 Op. cit., this JourNAL, p. 698. 
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picture.” Changes in American agriculture during recent years 
have greatly increased the need for a classification of farms that 
would remove some of the limitations of existing classifications. 
Growing industrialization, improvements in transportation, and 
rural electrification have increased the numbers of part-time and 
residential units; while mechanization and a wide variety of tech- 
nological improvements have increased the range in the scale of 
commercial farming units. 

In considering the objectives of the economic classification of 
farms, one needs to bear in mind that the census of agriculture is the 
basic source of over-all statistics on agriculture and that the census 
has included as farms all units of 3 acres or more that were used for 
agricultural purposes, and even smaller acreage units if the gross 
value of production was $250 or more. About three-fourths of the 
census farms account for all but a small percentage of the total 
value of farm products. Consequently the census counts as “farms” 
a large number of units that would not be so considered by local 
people in the areas in which they are found. Some of these are part- 
time units; others are rural homes with only incidental farm pro- 
duction. For many purposes these units need to be considered 
separately. 

In this setting what are some of the broader groups of farms that 
need to be segregated to enable a better description of the agricul- 
ture of the United States and to serve as a framework for economic 
research and statistical work? 

A useful primary grouping of the new classification of farms is one 
that groups together into “farming units” all the farms that furnish 
the major share of the income for the farm family and at the same 
time provide a place to live.’ This broad group of farming units 
would include all sizes of farms from very small to very large. Based 
on data available from the 1945 census classification such a broad 
group might include a little less than three-fourths of the total 
number of census farms but it would account for over 95 percent of 
the total value of products. 

In contrast to the “farming units,” the “‘part-time and residen- 
tial units” do not furnish the major share of the income to the farm 
family although some farm production is carried on. These farms 

‘ Op. cit., Benedict, Tolley, etc., Nov. 1944, p. 695. 


5 In this connection, see S. E. Johnson “Number and Size of American Farms” — 


Discussion paper presented at the annual meeting of the American Country Life 
Association, July 1948, 
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represent primarily a place to live. Farm people usually do not 
consider these units as farms and most of the discussion about farm 
problems implicitly excludes this group, although over-all statistics 
on income per farm and other characteristics of American farms 
have generally included all the farms counted by the census. 

For most purposes this simple classification into (a) “farming 
units” and (b) “part-time and residential units” is much too broad. 
Further break-downs are needed in each group. For the part-time 
and residential groups possible classifications of significance might 
include degree of urbanization or major occupations. 

As a first step in the segregation of significant groups of farming 
units, the farms in this broad group can be classified primarily on 
the basis of economic scale of operation. Size of farm is broadly re- 
lated to differences in organizational structure, capital require- 
ments, and production responses and opportunities. The relation- 
ship between size and these characteristics, however, is affected by 
other considerations and the significance of particular economic size 
groups will vary with such things as type of farm and production 
area. For many purposes a generalized distinction between com- 
mercial and noncommercial farms is desirable as well as a distinc- 


tion between the commercial-family farms and the large-scale 
units. 


The 1945 Classification 


Appraisal of the economic classification can be sharpened by ref- 
erence to the results available from the 1945 census classification. 
Despite some limitations, the results make clear what unlike units 
are classified as farms—especially from the standpoint of scale and 
vocational interests. The 1945 classification represents a first at- 
tempt to segregate farms into significant groups, and it can be used 
to illustrate the usefulness of such a classification in providing a 
better description of American agriculture.® The classification used 
in 1945 was evolved from discussions of the joint United States 
Department of Agriculture-Census committee and the early article 
on farm classification which appeared in this JouRNAL.’ 

Three measures were used in distinguishing the groups—gross 

6 See “Long-Range Agricultural Policy” sections on farm sizes and ownership 
and “Part-time Farming’ BAE report to Committee on Agriculture, March 1948 


for —— of the economic classification as a basis for an analysis of longer run 
trends and prospects for American agriculture. 
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Tas.eE 1. InrorMatTion UseEp as A Basis ror CLASSIFYING AND SETTING THE 
Size Liuits or Farms sy Economic Cuass IN THE 1945 
Crnsus or AGRICULTURE 


o— products buildings farm 
Dollars Dollars Days 


I. Large-scale farms | fa. 20,000 and over | 15,000 and over 
b. 8,000-19,999 | 70,000 and over _ 


family farms . 3,000- 7,999 | 30,000-69,999 


II. Large commercial- e 8,000-19,999 | Under 70,000 
b 
c. 20,000 and over| 5,000—14,999 


| 


III. Medium commer- | fa. 3,000- 7,999 | Under 30,000 — 
cial-family farms| {b. 1,200- 2,999 | 20,000-29,999 _ 
c. 20,000 and over | Under 5,000 _ 


IV. Small commercial- | fa. 1,200- 2,999 | Under 20,000 —_ 
family farms b 500- 1,199 8 000-19 ,999 


V. Small-scale farms 500- 1,199 | Under 8,000 Under 100 
VI. Part-time units 250- 1,199 | Under 8,000 100 and over 
VIT. Nominal units! a.Under 500 Under 8,000 Under 100 
b. Under 250 Under 8,000 100 and over 
ec. Under 500 8 ,000-19 ,999 
d. Under 1,200 | 20,000-69,999 
e. 1,200- 2,999 | 30,000-69,999 on 
f. Under 8,000 70 ,000 and over — 


1 Categories a, b, and c account for about 96 percent of the farms classified as 
nominal. 


value of products, value of land and buildings, and days worked off 
the farm. The latter was used to separate the part-time units 
(table 1). Gross value of product represents the most complete 
measure of size available from the Census. But it was hoped that by 
including the value of land and buildings as an additional measure, 
adjustments might be made for farms on which incomes might be 
unduly high or low because of unusual circumstances. 


Description of Agriculture Provided by the 
Classification 
Seven groups of farms were segregated in the classification of 
farms in the Master Sample segments used in the 1945 Census.® 
8 In the sampling plan a cross-section of small areas throughout the country was 


selected in such a way that the farms in the sample areas might represent all farms 
in the U. S. as well as all farms in each State for the items to be included in the 
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In order to describe the broad distinguishing characteristics of the 
bulk of the farms, segregated in each of the economic classes, they 
have been designated as: Large-scale farms; large, medium, and 
small commercial-family farms; small-scale farms; part-time units; 
and nominal units. 

Broadly speaking, the farming units of the Nation, where farming 
is the principal occupation and vocational interest for the farm 
family, may be visualized as including all classes except the part- 
time and nominal units. Approximately 4.3 million farms are in- 
cluded in these groups and they cover a wide range in scale of 
operations. 


TaBLE 2. PERCENTAGE OF Farms, Farm ACREAGE, AND Gross 
VALUE oF Farm Propucts spy Economic Cxass, 1945! 


Gross | Value 


Num- | Farm value of | of all 


Economic class ber of | popula- Pes farm farm 
farms tion 8° | produc- | products 
tion sold 


Percent | Percent | Percent | Percent | Percent 
Large-scale farms 1.7 3.7 25.8 21.9 24.1 
Large commercial-family farms 7.0 8.5 18.3 23.6 25.2 
Medium commercial-family 


farms 20.0 21.3 24.1 30.0 30.5 
Small commercial-family farms 28.4 28.5 18.1 17.1 15.4 
Small-scale farms 15.8 14.0 5.8 4.2 3.0 
Part-time units 10.3 10.9 2.2 1.9 0.9 
Nominal units 16.9 13.1 5.6 1.4 0.7 

Total 100.0 100.0 100.0 100.0 100.0 


1 Special Report 1945 Sample Census of Agriculture, U. S. Bureau of the Census. 


As already mentioned, the four largest groups in terms of scale 
of operations (large-scale farms and the large, medium, and small 
commercial-family farms) account for the great bulk of commercial 
agricultural production. Over 95 percent of the farm products sold 
were on these farms (table 2). These groups may be characterized as 
commercial farms. 

Most of the farming units in all of the farm size groups except the 
largest can be characterized as family farms in the broad sense that 
Scoville has defined the term.® The role of the operator as an em- 


enumeration. A sample of one out of every 18 of these sample areas was drawn. In 
addition, the plan provided for full coverage of large farms regardless of their loca- 
tion. For full description, see Special Report 1945 Census of Agriculture, Department 
of Commerce, Bureau of the Census, page 6 and pages 15-16. 

® Scoville, this JournaL, May 1947, Pages 5-18, Vol. XXIX, No. 2. 
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ployer of labor appears to be minor relative to his other functions 
on the large majority of these farms (table 3). It may be assumed 
also that on most of these farms the operator participates regularly 
in the farm work and makes most of the management decisions. But 
this general characterization should not be taken to mean either 
that all family farms are included in these classes and all farms 


larger than family farms are excluded; or that all farms in these 
classes are “family size” units. 


TaBLeE 3. NumBeErR OF Farms REporTING SPECIFIED AMOUNTS OF 
Casu Waaes Paip sy Economic or Farm 1944! 


Number of farms report- 
Farms ing cash wages of 
not 


Economic class report- | Less | $1,000-| $2,500 Total 
ing than 2,499 and 
$1,000 over 
(1,000’s)| (1,000’s)| (1,000’s)| (1,000’s)| (1,000’s) 
Large-scale farms 5 13 23 60 101 
Large commercial-family farms 55 193 107 55 410 
Medium commercial-family 
farms 301 743 112 17 1173 
Small commercial-family farms 804 831 24 3 1662 
Small-scale farms 645 276 2 2 923 
Part-time units 429 172 1 a 602 
Nominal units 784 193 7 3 987 


1 Unpublished data from the 1945 sample Census of Agriculture. 
2 Less than 500. 


The large-scale units, as a group, are considerably different from 
other farming units in the structure of their business organization. 
The scale of operations and the amount of hired labor reported indi- 
cates that operators must spend much of their time supervising 
other workers and on other management problems. About 60 per- 
cent of the large-scale farms paid wages amounting to over $2,500 
in 1944. In contrast, only 13 percent of the large commercial-family 
farms paid more than $2,500 in wages for hired labor in 1944. These 
percentages, of course, should not cover up the fact that differences 
on many individual farms in these two groups are by no means 
sharp and clear-cut. The number of farms paying over $2,500 in wages 
in 1944 was about the same in both groups. 

Large-scale farms are not numerous. They represented less than 
2 percent of the farms and included about 4 percent of the farm 
population in 1945, but they accounted for over one-fifth of the 
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total value of production. Large-scale farms are particularly im- 
portant in the 11 Western States. Most of the large farms in this 
region are livestock ranches, large-scale wheat farms, or large spe- 
cialized fruit or vegetable farms. 

Commercial-family farms represent the bulk of the farms in the 
country, both from the standpoint of the number of farms and the 
amount of production involved. They account for approximately 55 
percent of the farms and 70 percent of the value of production. 

Commercial-family farms are further divided into groups of three 
sizes. The large commercial-family farms had, in the main, value 
of products ranging from $8,000 to $19,999; the medium commer- 
cial-family farms from $3,000 to $7,999; and the small commercial- 
family farms from $1,200 to $2,999. The medium and large com- 
mercial-family farms are now more numerous than the small 
commercial-family farms in the northern and western parts of the 
country where technological developments have been most rapid. 

_ Small commercial-family farms are numerous in the South where 
mechanized methods are less widely used and where cotton and 
tobacco—largely hand-labor crops—are important. The reporting 
of each cropper unit as a separate farm by the Census is also im- 
portant in explaining the relatively large numbers of small com- 
mercial-family farms and small-scale farms in the South. Prelimi- 
nary estimates for 5 states for which multiple units were tabulated 
and where they are most widespread indicate that the number of 
small commercial-family farms and small-scale farms might have 
been reduced 25 to 35 percent had the count been based on the 
number of management units in these states.!9 

On a substantial number of small, largely noncommercial farming 
units the farm is apparently the main source of income for the 
operator. Farms having a value of products from $500 to $1,200, 
and where the operator does not work more than 100 days off the 
farm, have been designated as small-scale farming units. Perhaps a 
majority of these farmers primarily depend upon agriculture for 
their living, but more information is needed as to incomes of other 
members of the family and other sources of income before this as- 
sumption can be verified. 

Both small commercial-family farms and small-scale farms are 
characterized by low acreages of cropland, little machinery, small 


1° States included were Mississippi, Alabama, Georgia, South Carolina, and 
Louisiana. 


i 
f 


APPRAISAL OF Economic CLASSIFICATION OF Farms 687 


investments, and consequently by low output per worker. The 
average value of machinery per farm, for example, ranged from $204 
on small-scale farms and $595 on small commercial-family farms to 
$3,021 on large commercial-family farms. Average crop acreage per 
farm varied from 22 acres on small-scale farming units and 46 acres 
on small commercial-family farms, respectively, to 193 acres on the 
large family farms. 

A significantly larger proportion of the people living on small- 
scale farms and even on small commercial-family farms as com- 
pared with all farms lack the modern facilities which help to make 
farm life more enjoyable. For example, only about one family in 
7 on small-scale farms has running water (table 4). Only 2 families 
out of 9 on small commercial-family farms have running water. 
Apparently farms need to be larger than even the small commercial- 
family farms if they are to provide sufficient earnings for farm 
families to obtain these conveniences. 


4. Proportion or Farms Reportine SPeciFiep Faciitres, 1945! 


Te ~ Mech Power- 
rac- ele- unning| sin 

Economic class tors tricity | phone | water and = washing 
drain | 


Percent | Percent | Percent | Percent | Percent | Percent | Percent 


Large-scale farms 86.1 80.4 71.9 76.3 84.3 78.3 79.7 
Large commercial-family farms 85.6 75.5 67.0 59.9 74.8 64.3 81.4 
Medium commercial-family farms| 69.3 61.5 50.1 37.9 58.7 41.9 70.8 
Small commercial-family farms 30.3 40.6 26.5 22.3 34.4 24.4 39.6 
Small-scale farms 9.3 27.7 14.5 13.3 19.8 14.2 19.6 
Part-time units 14.1 57.6 25.9 34.5 45.1 $8.2 48.2 
Nominal units 9.4 40.6 21.1 24.3 33.2 26.0 30.4 

Total 34.4 | 47.6 | 32.0 | 29.0 | 41.6 | 31.7 | 45.8 


1 Special Report, 1945 Sample Census of Agriculture, U. S. Bureau of the Census. 
Data for kitchen sink with drain, mechanical refrigerator and power driven washing 
machine relate only to farms with a resident farm operator. 


About one and one-half million units fall in the part-time and 
nominal groups. These groups may be regarded as a somewhat im- 
perfect segregation of units enumerated by the Census on which 
farming operations are of secondary interest. Their low value of 
farm products and substantial amount of off-farm work implies 
that for most of these operators the farm is largely a place to live 
and only incidentally a supplemental source of income. These 
units contributed less than 2 percent of the value of products sold 
and less than 4 percent of the total agricultural production as re- 
ported in the 1945 Census of Agriculture, yet they accounted for 
over one-fourth of the “farms” enumerated by the Census. 
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The group designated as part-time units represents roughly the 
units with a size of business that is small in comparison with that of 
commercial-family farms and on which the operators have a signifi- 
cant income from off-farm work and some farm production. These 
part-time units had a gross value of all farm products of from $250 
to $1,199 in 1944 and reported 100 days or more of operators’ work 
off the farm. Units larger than this on which the operator worked 
off the farm 100 days or more are included with commercial farms. 
This segregation assumes that part-time farms larger than those 
segregated in general would be dependent on farming for income 
and that they would behave much as other commercial farms. Units 
with a value of farm products less than $250 were included with 
nominal units regardless of the amount of off-farm work. 

Nearly one million farms were classified as nominal units. For the 
most part, these units represent residential homes and retirement 
units. In general, this group contains units reporting less than $500 
gross value of products where the operator did not work 100 days off 
the farm and units reporting less than $250 where the operator 
worked more than 100 days off the farm. Approximately two-thirds 
of these units reported less than 10 acres of harvested cropland. A 
few country estates and other units, which for any reason had a low 
value of products reported, are also included in this group. Included 
also was a small number of units shifted into the nominal group on 
the basis of unusual values of land and buildings. 


Uses of Economic Classification of Farms 


In addition to its uses in more adequately describing American 
agriculture, the economic classification of farms has been generally 
suggested as a means of providing a common framework for re- 
search and statistics. 

Certainly an improved basis for comparison of data from area to 
area within a State and from region to region in the United States 
at a specific time would seem to be opened up by this classification 
of farms. The economic classification permits a better grouping of 
farms into size groups, at least for comparison among areas, than 
has been hitherto available. The acreage of all land in the farm is 
the traditional measure, but it is defective in several respects. For 
example, a 160-acre farm in north-central Iowa represents a vastly 
different situation from a 160-acre farm in western Kansas. Further, 
as has been pointed out—“‘a true over-all measure of size calls for 
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using all inputs and reducing them to an annual cost basis.” But 
land is only one of the productive factors that go to make up the 
size of farming operation and its importance in the total varies from 
farm to farm and from area to area. Gross value of products meas- 
ures output rather than inputs, but it has the advantage of indicat- 
ing the combined productivity of land, buildings, labor, livestock, 
and equipment. Thus it minimizes the discrepancies that exist in 
comparing acre sizes of farms of different types or in different areas. 
Aside from unusual yield situations for particular areas or farms its 
major disadvantage is that it represents the gross products of the 
farm rather than the value of product added. It thus makes cattle 
feeding, dairy, and poultry farms that buy considerable livestock or 
feed appear larger than similar farms that grow their own livestock 
or feed. It also reflects the level of efficiency in the use of the pro- 
ductive resources, but this perhaps is desirable in dealing with 
national, regional, and area comparisons especially since qualitative 
variations in inputs, such as management and labor, can be ap- 
proximated only by variations in the product. 

A vertical stratification of farms by size and vocational interest 
can be useful generally in agricultural research in providing a de- 
scriptive orientation, information for the study of broad relation- 
ships, and as an aid in designing efficient samples. What are the 
more specific uses of such a classification in research and statistical 
work? Some of its potential uses may perhaps be illustrated by an 
examination of its possible application to some specific research 
work and to problems in agricultural economics. In this examina- 
tion it will be assumed that certain changes have been made and 
that data on farms by economic classes are available for local areas. 


Its Role in the Study of Costs and Returns on Family- 
Operated Farms 


Recently considerable work has been done by the Bureau of 
Agricultural Economics and various Land Grant Colleges in de- 
veloping measures of changes that have occurred on commercial 
family-operated farms by type, size, and location. To be of greatest 
usefulness it is essential that direct comparisons be made from area 
to area of farm incomes and other characteristics. This requires a 
uniform standard for classification and sampling. 

In order to study family-operated farms as a group it is necessary 


1 Black, Clawson, Sayre, Wilcox—Farm Management, Page 435. 
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first to separate them from the small-scale farms and rural resi- 
dences found largely at one end of the size scale and from the large- 
scale farms at the other end. The economic classification of farms 
can provide a relatively simple and effective method of doing this. 

In some areas small-scale farming is important, and in such areas 
separate studies of the changes on small-scale farming units are also 
desirable. In areas like the Mississippi Delta and range areas, large- 
scale farms are quite important and they also merit separate treat- 
ment. 

The characteristics of commercial-family farms, even over rather 
wide areas and without further break-downs, show a considerable 

Taste 5. DistrrpuTion oF CoMMERCIAL Famity Farms anp ALL Farms 


By ACREAGE OF CROPLAND HaRvESTED, East Nortu CENTRAL 
Division, 1944 


Acres of Commercial family 

cropland farms, classes “ae all 

harvested II, III, and IV cea 
Number Number 
9 28,185 201,310 
10— 29 55,917 150 ,546 
30- 49 105 ,459 144,400 
50- 99 236 ,634 254,751 
100-199 155 ,372 159 ,641 
200-499 32,808 41,284 
500-999 393 1,745 
1,000 & over 2 178 


tendency to concentrate about a mean value, with the variations 
distributed in somewhat normal fashion above and below the 
center of concentration. The frequency distribution for commercial- 
family farms and for all farms in the East North Central division 
illustrates this tendency and the effects of eliminating noncommer- 
cial and large-scale units (table 5). When further break-downs of 
farms are made by type, size, and area the degree of central tend- 
ency can be further improved. This greatly increases the value of 
the estimate. 

Periodic field sampling of these farms is required to obtain de- 
tailed information as to farm inputs, and farm costs and returns. 
Procedures used in the recent survey by the Bureau of Agricultural 
Economics in cooperation with Land Grant Colleges in selected 
type-of-farming areas illustrates possible uses of the economic clas- 
sification in this work. Census data on a sample of farms by type, 
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value of product groups, and associated characteristics were tabu- 
lated. Commercial-family farms were then separated for use in the 
field sample. The sample was designed to obtain adequate numbers 
in each size group for purposes of analysis and generalization. Effi- 
cient field sampling for these purposes required a differential sam- 
pling rate for different sizes and types of farms.” These sampling 
rates were worked out from the census sample classified by value 
of products. Area sampling was used, but the proportion of farms 
in each group taken was regulated by the proportion needed for 
an adequate sample of each specific size and type group. 

Selection of farms for enumeration in the different size groups 
was made on the basis of obvious physical resources such as crop 
acreage, size of farms, livestock numbers, etc. This relationship can 
be used in providing a vertical stratification to obtain sufficient 
farms in each group. Use of the economic size classification in the 
selection of the sample in this way, however, requires the working 
out of resource criteria that will bridge this gap. It involves two 
steps: (1) determining the physical resources most closely associ- 
ated with the variation in the scale of operations, and (2) the usual 
range in the acreage or quantity of physical resources associated 
with each scale-of-operations group for each area and type of farm. 


Generalization of Implications from Local 
Farm-management Studies 


One of the weaknesses of local farm-management studies has 
been the lack of a basis for applying such studies to the area in- 
volved and in the comparison of results between areas. How far 
an economic classification of farms available by local areas can go 
in providing a basis for such generalizations and comparisons is 
an important question. 

The economic classification of farms permits more specialized 
study of the farming and residential units in the local area. Even a 
somewhat imperfect segregation of the farming and the part-time 
and residential units can greatly facilitate this work. The problems 
and opportunities for adjustment on farming as distinguished from 
residential units are distinct enough to warrant separate study 
and to require different types of information. 

The economic classification, together with information as to 


12 Tn this connection, see article “Models in Farm Production Economic Research” 
by Earl Heady, This Journat, May 1948, P. 222-224. 
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type of farming, physical conditions, and other factors, can also be 
useful in selecting farming units to represent the significant varia- 
tions in farming conditions in the local area. Care needs to be 
exercised in selection of the farms for study to get a cross-section 
view of the problems faced by the various groups of farmers. Sug- 
gestions for economic adjustment even for the farming units in a 
relatively homogeneous area can seldom be of a blanket type. Sam- 
ples of farms need to be designed to obtain adequate numbers of 
farms in each of the groups where opportunities appear signifi- 
cantly different. Economic classification can furnish the basis for a 
differential sampling ratio that will secure adequate numbers in all 
groups without obtaining excessive numbers of the more common 
sizes. 

To make the economic classification of greatest usefulness in local 
production s.udies, further break-downs by type of farm and other 
criteria are needed. The number of farms in the various size groups, 
for example, vary significantly with the type of farm. Adjustment 
opportunities can be expected to vary with physical conditions, 
type and size of farm, and other factors. Classification of farms by 
production areas, economic class, and type of farm could be very 
useful in giving a broad picture of the differences in characteristics. 
When the type and size of farm appear to affect significantly ad- 
justment opportunities within a local area, such a classification 
could be highly useful in selecting the sample to insure adequate 
representation of the significant groups of farms in the field sample. 

In order to take account of differences in physical conditions on 
farms in the area, additional information as to soils, topography, 
and other factors is needed on each farm. A cooperative study now 
under way between the Oklahoma Agricultural and Mechanical 
College and the Bureau of Agricultural Economics indicates one 
approach to this problem. Census data for a sample of the farms 
were used as a framework for this study. Commercial farms were 
segregated for farm-management study, chiefly on the basis of the 
value of farm products sold and used. Important physical condi- 
tions, such as type of soil, erosion and slope, were then determined 
for each farm in the sample by locating the farms on SCS soil maps 
available for these counties. Finally, farms were divided into sig- 
nificant groups on the basis of size and type of farm and physical 
conditions, and individual farms in these groups were selected for 
detailed analysis. Effects on the farm income, production, and land 
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use of each of the significant groups of farms will then be used as a 
basis for analyzing effects on the area as a whole. 

In the study of farming units of a given type in a given area it 
may sometimes be desirable to classify the farms on the basis of 
various combinations of resources rather than to segregate the 
farming units first into economic class or value-of-product size 
groups and then to subdivide on the basis of combinations of physi- 
cal resources. The relative desirability of these two methods will 
probably vary depending on factors such as (1) relative importance 
of differences in combinations of physical resources and of size in the 
adoption of new methods, (2) adequacy of gross income as a meas- 
ure of size as compared to other measures, such as acreage in the 
farm, for the area and type of farm studied, (3) complexity of the 
physical resource—size relations. 


Stratification in Sampling 


The economic classification of farms may have great ultimate 
usefulness in serving as a standard for stratification in sampling and 
for presentation of data on agriculture. A considerable portion of 
the effort of research workers in agricultural economics is spent in 
developing descriptive measures of agriculture. For present pur- 
poses these measures may be classified into two important groups: 
(1) Those reporting only aggregates, and (2) those reporting sta- 
tistics on a per farm basis. 

In estimating aggregates the economic classification can be of 
considerable use in setting an efficient standard for sampling pro- 
cedures and for preparing data. In statistical studies like crop re- 
porting several commodities are usually covered, and the farm 
serves as a unit of sampling. One use perhaps lies in comparing the 
distribution by scale of operations of the crop-reporting lists with 
the distribution of the universe stratified by scale of operations. 
Twenty-five percent of the farms enumerated by the Census con- 
tribute less than 5 percent of the total value of products, and 2 per- 
cent report over 20 percent of the production, and thus an inter- 
mediate group of 73 percent of the farms account for about 75 
percent of the total value of products. Efficiency of sampling of 
crop and livestock data could be increased considerably if sampling 
methods using differential rates of sampling were devised. Crop- 
reporting farms are generally above average in size, but more in- 
formation is needed as to the degree to which the variation is in 
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accord with their relative importance in production. Adequate rep- 
resentation of medium and very large farming units is especially 
essential to efficient operations. 

When estimates as to farm population or facilities are desired, a 
different method of sampling and intensity of sampling among dif- 
ferent groups would increase efficiency. An economic classification of 
farms, showing number and characteristics of farms by regions 
would provide a base for designing samples to fit the problems in- 
volved. 

In measuring such items as income, crop acreage, or expenses per 
farm, the economic classification becomes important, both in strati- 
fying the sample and in presenting results. The frequency distribu- 
tion of such items for all farms is usually skewed sharply to the left 
or it is often of a J shape. Neither averages nor any other measures 
of moment are adequate to describe distributions of this type. Only 
when all these farms are broken down into groups that are some- 
what homogeneous can the averages of their characteristics be ex- 
pected to be representative of the group. Only then is it likely that 
distributions of a descriptive item such as income or expenses will 
show a degree of normality. 

One of the more difficult problems that agricultural economists 
face is evaluation of trends through time in number of farms and 
characteristics by significant groups. Accurate measures of changes 
in number of farms by size groups are especially difficult. The 
acreage of all land in farms is the traditional measure, but as previ- 
ously indicated it is defective in several respects. Recently an at- 
tempt has been made to measure changes in number of farms by 
size groups by using the number of farms in each value-of-product 
group, correcting for changes in price level of agricultural prod- 
ucts.’ A procedure of this kind is complicated but it would appear 
to offer some advantages over trends based on differences in size 
measured by acres. To be most useful, corrections for price level 
should probably be made on an area basis with some correction 
made for yield deviations from the normal trend in the particular 
years in which the Census was taken, as well as corrections for 
trends in purchased inputs such as machinery, fuel, etc. 


13 J. C. Ellickson, J. M. Brewster, “Technological Advance and the Structure 
of American Agriculture,’ This JournaLt, November 1947. 
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Studies of Economy of Scale and Resource Allocation 


Resources vary widely on the 4.3 million farms tentatively classi- 
fied as farming units. Although the problem of determining whether 
these units are efficiently organized is by no means easy, an eco- 
nomic classification provides a basis for such analysis. 

Recently economists have emphasized the fact that agriculture, 
although it operates under conditions of atomistic competition, 
continues to be inefficient in many sectors. Marginal productivity of 
the factors are not equal to the marginal price or opportunity cost. 
Further, al] farms do not respond in the same way to economic and 
technological opportunities. Consequently, net returns are not 
maximized. Although this condition is not of recent origin nor has it 
lacked recognition from the time the earliest farm-management 
studies were made, it is of continuing importance. Attempts to 
evaluate the degree to which inefficiency of this kind does exist 
deserve increased emphasis. 

As Johnson has indicated, “the first step is to study the way in 
which resources employed in agriculture are allocated.’ 

The economic classification of farms, especially if stratified by 
type of farm and area, provides more information on the resources 
of various significant groups than has been available hitherto. It 
also permits simplifying to some extent the problem of judging how 
far the use of such resources departs from the ideal or standard. The 
standard of efficiency is adapted primarily to farming units. Labor, 
for example, may not even be considered as a cost to the part-time 
or retired operator. This does not mean that resources allocated to 
part-time and residential units may be considered to be adequate 
for all these farms. It means simply that the standards and the 
analysis used must be more complex—or at least different. 

Closely associated with this is a need for detailed analysis of the 
various groups of farming units by production area and type of 
farm to determine differences that exist in the financial structure, 
including the relation of fixed and variable costs and the associated 
differences in production response to changes in prices and tech- 
nology.® 

A related problem of importance in agricultural economics re- 


4D. Gale Johnson, This JourNaL, November 1944, Page 630. 

18 Some tentative hypotheses regarding significant differences in the producing 
units in agriculture have been set up in the article by Brewster and Parsons “Can 
Prices Allocate Resources,”’ This JournaL, November 1946. 
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search centers around the analysis of the economy of scale of opera- 
tions and the nature and place of family-sized farms. Farm classifi- 
cation, even in great detail, cannot answer all of these problems. 
But a classification by type and size of farm could perhaps provide 
a broad descriptive framework into which more detailed analysis 
could be fitted. In types of farming well adapted to machinery, 
the medium and large commercial-family farm may be common and 
represent pretty well the range in scale of operations which can 
efficiently use machinery and labor with prevalent management 
skills. Returns to the operators of such farms may often be above 
any arbitrary minimum standard of income. But this is not to say 
that with above-average management or other unusual conditions 
larger farms are not more efficient. It perhaps roughly marks out 
the range above which additional increases in efficiency are ob- 
tained more slowly or under conditions in which the capacity of 
one or more of the productive factors is unusually great. 

In the noncommercial and poor-land areas, and especially where 
capital requirements for getting started in farming are low, the 
typical farming unit may be smaller than would provide minimum 
adequate income for a farm family, or than that which would make 
efficient use of modern machinery. Farm sizes in such areas have 
been directly affected by population pressure and the nature of 
such an agriculture as a residual calling and a place to live. A classi- 
fication of “farming units” by size and type of farming should, 
however, give some indication of the current range in scale of 
operations achieved by farmers of the area which has provided for 
income levels that are accepted by local residents. Moreover, it can 
often provide instructive examples of groups of larger units. Fur- 
ther analysis in such areas is needed to determine the capital re- 
quirements and management skill needed for the operation of such 
family-sized farms and incomes as can be reasonably expected. 

Research into this problem cannot rest with the description of 
areas and groups of farms in which this problem is suspected to 
exist. Is the problem of inefficient units in agriculture capable of 
solution? This brings up the problem of alternative opportunities 
open to these farmers and the criteria needed to analyze this prob- 
lem. Johnson and Rush in their article on farm-management re- 
search on low-income farms have suggested that: “Sub-groupings 
will usually need to be made on the following factors in order to 
have groups of farms with similar adjustment opportunities: (1) 
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quality of land, (2) size of farm (total acres or acres tilled), (3) 
tenure, (4) indebtedness, (5) age of operator, (6) supply of labor.” 
The opportunities and problems of each significant group will need 
to be carefully analyzed to determine the nature and extent of the 
changes that can feasibly be made. From such an analysis programs 
can perhaps be formulated to guide these changes. 


Suggested Modifications for 1950 


The classification used in 1945 is deficient in several respects. 
In view of the purposes to be served, and of some of the limitations 
of the classifications used in the 1945 census, the following major 
modifications have been tentatively suggested for 1950: 

1. Combining farms in the South into management units pre- 

liminary to classification. 

2. Using value of products sold (or to be sold) instead of gross 
value of products as a measure of scale of operations. 

3. Improving value of sales as a measure of size. 

4. Eliminating the value of land and buildings as a criterion for 
classification according to size. 

5. Developing criteria for more adequately segregating farms 
where most of the operator and family income is from off- 
farm sources. 

6. Segregating abnormal units into a single residual group. 

In arriving at these tentative suggestions several assumptions are 
implicit. One of the primary uses of such a classification is to pro- 
vide more homogeneous groups of farms for presentation of farm 
data and analysis of farm problems. This particular classification is 
based primarily upon farm units, not upon farm operators. To be 
most successful for comparative purposes, one system of farm 
classification must hold for the entire country. However, a sufficient 
number of classes should be made to permit appropriate re-group- 
ings for special analysis in different areas of the country. 

One limitation of the experimental attempt to classify farms into 
major groups that behave in a similar fashion and that have 
broadly similar amounts of resources lay in the Census definition of 
a farm used in the Southern States. Cropper and other sub-tenant 
units of a plantation are considered as separate farms, whereas the 
management unit represents the most desirable basis for analysis of 


16S. E. Johnson, and D. R. Rush. “Farm Management Research.” This JourNAL 
Feb. 1941, p. 226. 
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most farm problems. It is assumed that cropper units and other 
sub-tenant units can be combined into management units in 1950. 

In searching for criteria. that could be used as a basis for classi- 
fying farms enumerated in the United States Census of Agriculture 
by economic scale of operation, it was necessary to keep in mind 
(1) the many uses which might be made of farm data classified in 
some objective manner, (2) the large number of. farms to be classi- 
fied, and (3) the kinds of data available in the Census schedule. 
Several] criteria were tried. 

Specific consideration was given, for example, to the possibility 
of the use of the amount of labor hired as a criterion for differ- 


TasBLe 6. NuMBER oF Farm Operators BY AGE BY Economic 
oF Farm, 1945! 


65 
Not Under 
Economic class re- 55 55-64 | years 


years | and 
ported | years 


Total 


Thou- Thou- Thou- | Thou- Thou- 
sands sands sands | sands sands 
1 9 


Large-scale farms 70 21 101 
Large commercial-family farms 2 296 78 34 410 
Medium commercial-family farms 5 841 223 104 1,173 
Small commercial-family farms 13 1,097 337 215 1,662 
Small-scale farms 13 492 207 211 923 
Part-time units 1 461 106 34 602 
Nominal units 25 500 201 261 987 


1 Unpublished data from the 1945 Sample Census of Agriculture. 


entiating between large-scale units and family farms. But this dif- 
ferentiation does not seem to furnish a very reliable guide to size. 
Some of its shortcomings seem to arise because of variations in the 
amount of contract and custom work, differences in size of farm 
families, partnerships, degree of mechanization, and various tenure 
arrangements. It has previously been pointed out that a consider- 
able number of farms classified as large and medium commercial- 
family farms for one reason or another hired large amounts of 
labor. 

Another measure to which some consideration was given was the 
use of the age of the operator to attempt to separate the retire- 
ment units. While there is a concentration of older operators in the 
groups classified as nominal and small-scale, the number of oper- 
ators over 65 on commercial farms raised some doubts regarding 
the validity of age to reflect the activity of the operator. (Table 6) 
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Within the limitations imposed, the value of sales appeared to 
be the best single criterion of scale of operations. It was considered 
a better measure than the gross value of product primarily because 
of the widely different valuations on similar amounts of production 
for home use especially on small farms. On larger farms the relations 
between the two measures are so close that it makes little difference 
which measure is used.” In preliminary discussions on the 1950 
census, efforts to improve the accuracy of the estimates of sales 
have been discussed, and it is planned to obtain this information 
in more detail than in the 1945 Census of Agriculture. Such a pro- 
cedure should further improve the adequacy of the value of sales 


SuGGESTED CLASSES AND CRITERIA FOR CLASSIFYING Farms 
AccorpDING To Economic SCALE OF OPERATION 


Class Criteria 
Residential and abnormal units Value of sales Value of land 
(Dollars) and buildings 
1. Abnormal Under 1,000 $20 ,000 and over 
1,000-2 ,499 40 ,000 and over 
2 ,500—4 999 75,000 and over 


All institutions 
All unclassified units 
Misc. abnormal units! 


Operator’s work 
off farm? 
2. Nominal Under 250 Less than 100 days 
3. Part-time {te 0-249 100 days and over 
(b) 250-999 100 days and over 
Farming units 
4. Small-scale 250- 999 Less than 100 days 


5. Small commercial-family 1,000— 2,499 

6. Medium commercial-family | 2,500-— 7,999 — 

7. Large commercial-family 8 ,000-19 ,999 — 

8. Large-scale commercial 20 ,000 and over (after perhaps a deduction for 
feed, poultry, and livestock bought) 


Note: Consider classes 3(a) and 3(b) as major and minor groups in which a and b 
in the same class may be combined. 

1 Such as all units having less than $1,000 sales and no farm residences and units 
= less than $1,000 sales and with more than, say, 100 acres of harvested crop- 
and. 

? Consideration is also being given to the development of additional criteria to 
separate more accurately the small units on which farming does not represent the 
primary source of income for the operator and family. 


17 U.S. Census of Agriculiure Vol. II Ch. X “Value of Farm Products and Type 
of Farms” p. 612-647. 
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as a measure of size. A somewhat different problem arises from the 
fact that the value of sales represents the gross value of the product 
of the farm rather than value added. Because of the complex type 
of the problem it is probably impossible to handle it adequately in 
a census classification of farms. Some consideration however has 
been given to making adjustments for such items as feeder cattle 
and feed in segregating the group of large-scale units. 

In addition to total value of products, the 1945 classification was 
also based on the value of land and buildings as a measure of eco- 
nomic size.’® Farms with extremely high or low values as compared 
with the reported value of products were raised or lowered in the 
size-class scale. Only a little over 2 percent of all census farms were 
so shifted, but the relative number varied by economic class. For 
1950 it appears that the addition of an abnormal class to include 
country estates and improved reporting of value of sales will be a 
better method, although if large areas were to be seriously affected 
by crop failure in 1949, value of sales would not be a fair criterion 
of the size of farm. 

A limitation of the present classification is that many of the 
classes contain a few abnormal units with investments extremely 
high in relation to production. The group called “nominal”’ is to 
some extent a residual] class and perhaps represents the extreme of 
this situation. In the main this group represents very small units 
that are primarily rural homes or retirement units. It contains, 
however, a few large units considered abnormal in 1944 that did 
not fit into the other classifications. 

High value of land and buildings relative to sales, plus some 
editing to sort out institutions and unclassified units, would appear 
to distinguish those units tentatively called “abnormal.” On this 
basis the establishment of an abnormal class has been discussed. 
In the 1945 classification the nature of the farms in the groups 
characterized as part-time, nominal, and small-scale seems partic- 
ularly difficult to determine. The development of criteria to sepa- 
rate these farms into more meaningful and clear-cut groups is a 
problem of considerable importance. Proportion of operator and 
family income from farm and nonfarm sources (if available in the 
1950 Census) possibly could be used in conjunction with off-farm 
work to separate more adequately part-time from small-scale farms. 
A final problem is that of securing comparability through time, 


18 See Special Report, 1945 Sample Census of Agriculture. 
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especially in the major groups of farming units such as commercial- 
family farms, large-scale farms, and small-scale farms. Value of 
sales in terms of dollars fluctuates considerably from Census to 
Census due to changes in price level and yield conditions. This, of 
course, can be partially remedied by changes in the class intervals, 
but further discussion of the problem is needed. 


Summary 


The groupings made in the 1945 Census represent an important 
forward step, especially in the clarification of the concept of a farm. 
The characteristics of the 5.9 million farms in the U. S. Census 
span a very wide range—especially in respect to scale of operations 
and the many characteristics that tend to vary with scale. Not 
only do the major characteristics have a wide range but the distri- 
butions are so extremely skewed that averages are misleading. 

Both statistical evidence and observation seem to indicate that 
in recent years the variations in such characteristics have become 
even greater. Mechanization and the wide variety of technological 
developments have tended toward fewer and larger farming units, 
while the increasing importance of rural living and part-time 
farming operations have increased the number of small largely non- 
commercial farms. Broad farm averages, which have always been 
of little significance, now seem even less meaningful.!® 

Analysis of Census data by class of farm suggests the hypothesis 
that the aggregate number of farms counted by the Census may 
be viewed as a conglomerate of at least two broad populations 
which in turn may be broken down into numerous groups for special] 
purposes. A broad distinction may be drawn between the farming 
units, where the primary objective of the operator is obtaining an 
income from farming and those units that provide in the main a 
place of residence. In general, the nominal and part-time groups 
represent farms of this latter type, and the commercial and small- 
scale farms are of the former type. 

Within the broad category of farming units it would appear pos- 
sible roughly to separate additional groups for special purposes. 
The four largest groups in terms of scale of operations can all be 


19 Perhaps the large number of part-time and retirement units ordinarily counted 
as farms helps to explain why net income of farm operators per farm has been lower 
in recent years in New Hampshire than in Mississippi—see “‘Net Income of Farm 
Operators from Farming, by States 1943-44.”” Separate from Farm Income Situa- 
tion, July 1946. BAE Mimeograph. 
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classed as commercial farms. All groups of farming units, with the 
exception of the large-scale units, may be broadly regarded as 
family farms. The three middle groups of farming units, in general, 
represent the commercial-family farms. Such a distinction is beset 
with difficulties. Some of these can be removed, at least in part, 
by improvements in the farm classification. For example, more in- 
formation on the income received from off-farm sources would en- 
able a better distinction between the part-time units and the smal] 
noncommercial farming units. Many limitations will remain, how- 
ever, and these will need to be borne in mind in using the economic 
classification of farms. 

One important application of the delineation of these broad 
groups of farms as classified by the Census will be in enabling a 
better description of American agriculture and a better orientation 
of farm programs to fit the needs of the various groups of farmers. 
Equally important is the better basis that is provided for presen- 
tation of data and the description and analysis of American agri- 
culture on an area, State, and regional basis. This is especially im- 
portant in statistics and research of an over-all character for which 
aggregates have previously been used without any stratification. 
In much of the analytical and research work one of the goals is the 
segregation of the farm groups that have different resources and 
behave differently in response to changes. One question that should 
be raised, therefore, is the extent to which this classification per- 
mits segregation of the various groups that vary in their resources 
and behavior. From the standpoint of analytical and research 
studies the classification can perhaps serve only as a starting point. 
Further breakdowns are needed to achieve a degree of homo- 
geneity within each group sufficient for analytical purposes. For 
example, for many purposes the economic groups need to be broken 
down by areas and type of farming before proceeding with analysis 
of other relationships or adjustment opportunities. Thus the eco- 
nomic classification can achieve its greatest usefulness for research 
workers only in combination with the other classification criteria 
that are needed to delineate the significant groups for the partic- 
ular purposes of the study. 


PROVISION FOR NUTRITION IN THE FORMULATION 
OF AGRICULTURAL PROGRAMS 


Joun D. Buack 
Harvard University 


HE object of this article is to show how the nutrition needs 

of the population can be taken account of along with pro- 
ductive capacity in designing agricultural programs. We hear 
much talk to the effect that we should plan our production from a 
nutrition point of view. The Bureau of Nutrition and Home Eco- 
nomics even goes so far as to make up an annual balance sheet of 
calories, proteins, vitamins, etc. As will be pointed out later, the 
statement on a long-range agricultural policy presented to the last 
Congress by the Department of Agriculture proclaims expansion 
of consumption rather than restriction of production as the ob- 
jective of agricultural programs. But neither this statement, nor 
any other that I have seen, outlines a procedure for planning food 
production to meet determined consumption needs. 

One could, of course, make a pronouncement to the effect that 
every man, woman, and child should have food enough of the right 
sorts to make reasonably possibly a good standard of health and 
working efficiency. Surely such a declaration would be as well 
based as the declaration in Senator Murray’s full-employment bill 
of a few years ago—that did not get passed in its original form, of 
course—that every worker has a right to a job. But it is not neces- 
sary to raise any political issues of this type. It is better simply to 
say that no nation can afford, as a pure matter of economics, to 
have any appreciable fraction of its people undernourished; that 
the economic losses and wastes of having some of its people mal- 
nourished clearly outweigh the costs of making the needed foods 
available. But even this statement needs substantiation, as we 
shall presently observe. 

The full burden of the economic wastes and losses of malnourish- 
ment are seldom fully realized, it is true. Ordinarily these wastes 
and losses are thought of in terms simply of time lost from work, 
and doctor and hospital bills. More important are the low ratios of 
work output to food input when populations are fed on low or un- 
balanced rations. The output-input ratios obtaining with food and 
human populations have several components. The most obvious of 
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these involves the simple maintenance-plus-production function, 
in the same form as we apply this to work animals, cows or hens. 
Stated in terms of hens, for example, and using the simple assump- 
tions of the Morrison feeding standards, a 3}-pound hen needs 52 
pounds of grain simply to maintain her body for one year. If she 
lays 100 eggs, she needs 52 plus 14 or 66 pounds of grain. Finally 
if she is a hen of very high capacity and able to lay 300 eggs, 
she needs 52 plus 42 or 94 pounds of grain. Obviously the 94 pounds 
of grain input returns a much larger egg output per pound of grain 
than the 66-pound input—over twice as large, in fact.1 The main- 
tenance ration for an average adult male doing no work is around 
1,800 calories. An intake of 2,400 calories, such as allowed for a 
“sedentary” worker in the Food and Nutrition Board’s recently 
revised Recommended Dietary Allowances therefore means a 
working ration of 600 calories; the 3,000 calories allowed for an 
“active” worker means a working ration of 1,200 calories; and the 
4,500 calories allowed for a person doing heavy work means a 
working ration of 2,700 calories. Thus the “heavy”’ worker does 
43 times as much physical work as the “sedentary” worker, and 
more than twice as much as the “active” worker. 

Unfortunately, very few data are available as to the actual food 
intakes of workers in different countries. The average intakes per 
capita reported in the World Food Survey? combine men, women 
and children of all ages into one figure. They also include varying 
amounts of waste in the use of foods, since they are all ostensibly 
“at the retail level.’’ The absolute range in the average caloric in- 
takes reported is from 1,910 for Mexico to 3,280 for New Zealand, 
and 3,250 for the United States and Denmark. Probably the range 
in actual intakes is less than 1,000 calories, and some of this is ac- 
counted for by differences in climate and stature. What is left, how- 
ever, probably means that 500 to 600 more calories per person are 
left for a working ration in some countries than in others. 

But these figures are per capita of the whole population. Before 
they can be converted to terms of the workers, some other elements 


1 These data are from Recommended Nutrient Allowances for Poultry, a publica- 
tion of the National Research Council, 1944. The actual input-output ratios are not 
as simple as these. A hen begins laying before she gets a full maintenance ration, 
losing weight while so doing, and ordinarily begins converting some feed into gains 
in weight long before the 300-egg level is reached. The true function is a curve. See 
Black, Clawson, Sayre and Wilcox in Farm Management, Chart 133. 

2 World Food Survey, Food and Agriculture Organization of the United Nations, 
Washington, 5 July 1946. 
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in the problem must be considered. A major factor is length of life. 
To cite extreme cases, the 66 years of life expectancy at birth of 
New Zealand means that much more of the food consumed is used 
by workers than in a country with an expectancy like India’s of 
26 years. The Indians who die before they are 10 years old in most 
cases never produce enough to maintain their bodies. Their mothers 
provide for their growth from conception through lactation, and 
after that they must have food and clothing provided for them by 
the workers. Those who survive until 10 have an expectancy of life 
of only 36 years. The working life of the average person born in 
India is therefore only 14 years. In New Zealand, it would be per- 
haps 50 years except for the fact that many more persons in New 
Zealand live well beyond their working years. The ratio of workers 
to total population is therefore much higher in the countries with 
a high life expectancy than in those with a low life expectancy. 
Not only is involved the extra food that is required for those who 
never live long enough to pay back for all the food they consume 
in their early years, but all the extra energy of the mother that goes 
into their care, and all the extra housekeeping. 

What meaning has such analysis for our own country? The fore- 
going discussion has been in terms of calories. Very few persons in 
the United States suffer very long from a lack of calories. No doubt 
far more Americans consume too many calories than consume too 
few—even counting in those who consume too few by choice. But 
there are many persons who consume less than needed for health, 
normal growth, or working efficiency of essential proteins, or cal- 
cium, or some of the vitamins. And no doubt there is a principle 
that applies in this case that roughly parallels Liebig’s Law of the 
Minimum for plant nutrients and plant growth, which says in ef- 
fect that the production of an acre of land is limited to what is 
yielded by the plant nutrient present in least quantity. Whatever 
that principle is for food, it is probably as valid for food nutrients 
as it is for plant nutrients. In other words, the effectiveness of any 
diet in achieving health, growth, and working efficiency is definitely 
qualified by the essential elements in it that are present in least 
quantity. 

It is therefore probable that even in the United States a consider- 
able economic loss arises from relatively low ratios of work output 
to units of food input for a sizeable fraction of the population— 


over and beyond what appears in loss of time on the job and medical 
costs. 
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The economic losses from poor diets probably do not increase in 
rigid proportion as the levels of diets decline, at least as these 
levels are ordinarily measured. Some pretty efficient diets no doubt 
have relatively low proportions of meats and some other foods that 
figure importantly in the high indexes of per-capita food consump- 
tion reported for some countries in the World Food Survey. To be 
specific, the efficiency of food use is surely not a half lower in Japan 
than in Denmark, merely because the index of per-capita food con- 
sumption is a half lower, as reported in Table 1 accompanying. 
But no doubt there is a rough inverse correlation between these 
two variables, with some kind of a regression coefficient. 


TaBLeE 1. INDExEs or Foop ConsumpTION BY CouNTRIES, 1935-39 


Food Composition 
Country consumption —— of the diet 

(1) (3) 
United States 100 100 100 
New Zealand 113 101 112 
Denmark 97 99 98 
United Kingdom 88 92 96 
Netherlands 85 91 93 
Germany 81 90 90 
Belgium 71 86 82 
Poland 63 83 76 
Chile 60 72 83 
USSR 59 87 68 
Italy 56 76 14 
Greece 54 15 72 
Japan 48 70 68 
Mexico 48 59 73 
Puerto Rico 47 68 69 
Philippines 44 62 71 
China 34 68 51 
India 33 62 53 


It is necessary to explain that these index numbers are figured 
by using the same unit-value weights as are now employed by the 
Bureau of Agricultural Economics in figuring the annual index 
numbers of per-capita food consumption in the United States. The 
100 base for these is United States consumption in 1935-39. These 
index numbers must therefore be understood as indicating what it 
would have cost, relatively, to have bought the diets of these coun- 
tries in the United States in 1935-39. 
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Given a certain ratio of work output to food input in a country, 
the next question is: Is the country in position to improve this 
ratio? and the next is how to go about doing it. Answering these 
questions requires weighing against the losses described—at the 
margin, of course—the additional costs of producing and distribut- 
ing the additional foods needed. In the United States, a large part 
of the additional food needed can be produced on our present 
farms, with present plant and equipment, or with only small ad- 
ditions to it, and distributed through existing trade channels. The 
war years demonstrated clearly that given an outlet for its products 
the agriculture of the United States can expand at least two or 
three per cent a year certainly at no increase in unit costs, and 
probably at a decrease, for the next decade or two. Some additional 
production would be at increasing cost, but more of it would be at 
decreasing costs. In general, advance in agricultural technology 
continues to be retarded in the United States by lack of outlets for 
farm products. 

The safest procedure in analysis of such a question is to set up 
national ‘‘models”’ or budgets of receipts and expenditures in which 
the effects on national income of any proposed expansion of food 
consumption and production is tested on the basis of the best 
evidence available. The full answer, however, may require some 
heroic estimating of real and long-run effects as distinguished from 
pecuniary and short-run effects. 

Such analysis must be, of course, in terms of the expanded pro- 
duction, distribution, and consumption of particular foods and not 
of food in the aggregate. 

The starting point in any such model-building should be, it 
follows from our hypothesis, consumption and not production. The 
first step is deciding what foods must be consumed in larger quan- 
tities to improve diets in the ways most essential. The goals there- 
fore will be consumption goals first, and production goals only as 
more or less ancillary thereto. This calls for a definite change in 
point of view. In the goal-making thus far done in the United 
States, the goal-makers have commonly been in a position where 
they have needed more of some products than the country could or 
would provide and have tempered their goals accordingly. Thus 
never after the first year of the war did they set the goals for milk 
production within five to ten billion pounds of what this country 
and the allied nations would have used. In the goal-setting needed 
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for the future in the United States, if nutrition is to figure as it 
should in the formulation of agricultural programs, it will usually 
be the quantities that can be made to move into consumption that 
will set the limit of the goals. The goals must be the amounts that 
can be expected to be consumed in the United States, plus what 
can be expected to go into export, counting in whatever of such ex- 
ports as are arranged through the ERP or similar plans, or at con- 
cession or Class II prices. On occasion these goals may need to be 
tempered, even in the United States, by difficulties in expanding 
production as needed, or as rapidly as needed, but only on occasion. 

The level of the goals will therefore depend upon the vigor with 
which measures for improving diets and expanding consumption 
are prosecuted, and the nature of these measures. If education 
alone is relied upon, it will need to be highly specific in terms of 
particular foods needed by particular groups, or it will make little 
headway at the best. If important gains are to be made in a few 
years, the education will need to be supplemented by direct distri- 
bution measures, such as school and institutional feeding, distri- 
bution to expectant and uursing mothers and pre-school children 
of low-income families, in-plant feeding, and the like. 

A general comment on education is needed here. The education 
accompanying the agricultural action programs of the past fifteen 
years has been highly inadequate, and even incompetent in many 
situations. The farmers participating in these programs have com- 
monly had only a very superficia] understanding of their real ob- 
jectives. They may have known enough about them to escape the 
penalties of non-participation, or to take advantage of any hand- 
outs in cash or in kind. But only an occasional farmer has had 
enough insight into their purposes, mechanism, and workings to 
take a proper part in the shaping of these programs. 

The education for the success of an action program can be or- 
ganized along either of two lines. One is for the action agency to 
conduct its own education. The other is to rely upon the established 
educational agencies for these services. Surely the latter is the pre- 
ferred method. But if it is to be successful the educators must 
themselves fully understand the programs. This they will do only 
if they themselves take an active part in their designing. Applied 
to agriculture in the United States, the foregoing means that the 
Agricultural Extension Service must take part in all agricultural 
program making, at all levels, national, state, and local. And even 
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this may not be enough. It probably will need to arrange schools 
and train its personnel expecially for educational work on these 
programs. 

It follows from the foregoing that the larger emphasis in such 
education needs in the future to be upon consumption and bringing 
consumption up to the goals set. But it must also include attention 
to adjustments in production to meet production goals. At the 
farm end, the farm-and-home planning now being promoted within 
the Agricultural Extension Service is well suited to the needs of 
such a combined agricultural and nutrition program. But the larger 
part of the needed consumer education is at the urban end, and 
this country is very poorly equipped at present to provide this. 

The next major point is that the larger part of such combined 
consumption and production goal-making needs to be at the local 
and state level rather than at the national level. Certain major 
national and international considerations need to be taken into ac- 
count, but in the main any national goals set up should be sum- 
mations of local goals. 

What the local area unit should be for such goal-making is not 
easy to define. Counties frequently will not fit the situation. 
Much of the planning must be for foods locally produced for local 
consumption—especially of such foods as locally-grown vegetables 
and fruits and fresh milk. There should be nothing in the nature of 
a philosophy of local self-sufficiency in such planning. Neverthe- 
less, to the extent that any area can feed itself better and with less 
cost with its own foods than with shipped-in foods, it should plan 
to do exactly this. It may even be that some nearby truck-and 
fruit-growing areas have the land and labor available in the sum- 
mer months for local quick-freezing of part of the vegetables and 
fruits to be sold in local stores over the winter. Counties will not 
be proper units for such planning around our large cities. Neither 
will they ordinarily be for fresh milk production and distribution. 
In such situations, state agencies must obviously take a hand in 
the planning and bringing the counties and cities together. 

This is a good point at which to introduce the issue often raised 
of use of supplementary food distribution as a way of adding 
needed foods to diets vs. as a method of disposal of surpluses. The 
production should be planned to provide the foods needed for im- 
proving the diets. But the best possible planning will not keep 
local surpluses of some foods from occurring; nor unduly large 
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supplies of products of other areas producing for outside markets. 
Given such surpluses, supplementary food distribution machinery 
should be used to move them into consumption in every possible 
way consistent with improving diets. This may mean consuming 
unusually large quantities of some foods for short periods, home 
canning and local quick-freezing programs and the like. 

If the planning needs to be local in large measure, over-all analy- 
sis of a few sample or model diets or food budgets can serve little 
purpose except as an illustration of methodology. The diets and 
food budgets need to be in terms that fit locally produced types of 
foods together with those that can be produced to best advantage 
elsewhere. They need to be analyzed by income groups, by urban 
and rural, and perhaps even by occupation and other groups. The 
general nature of food budget analysis is not organically different 
from that of budget analysis for farms. It needs to start with the 
present composition of these budgets and test out the effect on the 
adequacy of the diets, on food expenditures, and on proportions of 
income spent on food, of various substitutions in the budgets that 
promise to utilize more effectively the food-producing resources of 
the area and community, plus the goods advantageously brought 
in from outside. For farm family planning, the food producing re- 
sources of the individual farm need to be utilized in such analysis. 
Just as in farm budgeting, certain limitations must commonly be 
taken as given—such as the farm working force, and frequently 
the land within the present farm— so must certain limitations be 
accepted in any replanning of food budgets. In the short run at 
least, one must ordinarily accept some types of food habits as more 
or less given. But school-feeding budgets, for example, need to be 
strongly pointed in the direction of better food habits. 

For a program such as outlined in the foregoing—one that inter- 
relates food consumption and food production—some major change 
in organization and administration will be needed. 

First, the name PMA should be changed to PDA (Production 
and Distribution Administration) and the organization from the 
top all the way down to the county, and above all at the city and 
community level, needs to include personnel competent to deal 
with food distribution and consumption as well as with food pro- 
duction and selling. All committees need to have representatives of 
consumer groups. 


Second, the programs of local food production, distribution and 
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consumption need to be locally devised so far as possible. They 
should not be programs imposed from above, except in so far as 
certain major guide lines are laid down, such for example, as those 
made necessary by limitations of the budget. 

Third, it follows from the above that the local program-making 
should be part of the educational process described earlier. This 
means that the Extension Service should take a vigorous part in it. 

One should not conclude a discussion of the subject in hand 

without relating it to present legislative proposals. Logically first 
in this connection in the list of these proposals should come the 
Aiken Food Allotment Bill even though it is not being promoted 
at this time. The forty per cent of each family’s income to be used 
in that proposal as a standard for determining its need for food 
supplements may indeed serve as a general over-all guide for such 
supplements. But the list of foods to be used in determining the 
cost of a minimum adequate diet should be a locally differentiated 
list of foods, and the foods made available as supplements should 
be planned in advance and included in the local production pro- 
grams. Both of these procedures are allowed for essentially in the 
Aiken Bill. 
- The U.S.D.A. Long-Range Program prepared by Secretary 
Brannan’s Committee as already indicated begins with a strong 
statement in favor of expansion of consumption as against restric- 
tion of production, and lists all the several forms of supplementary 
food distribution as means to achieving such expansion. But it out- 
lines very little in the way of procedure for integration of consump- 
tion and production, especially locally. The administrative or- 
ganization suggested is not conceived with such integration in 
mind. The most striking observation to make with respect to this 
program is that its consumption goals—if it is proper to refer to 
the consumption criteria set up in these proposals as goals—are 
not at all appropriate for any realistic program of consumption- 
production adjustment. The average food consumption of persons 
with $3,000 incomes at present price levels ($2,000 in 1941) would 
call for a per-capita food consumption with an index of around 135 
compared with 116 in 1947. A program of locally adapted food 
budgets such as outlined in this paper would give us an index of 
probably no more than 120 to 125. 

The Aiken Bill before the Senate last session (S. 2318) omitted, 
for reasons of legislative strategy, any new provisions for con- 
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sumption adjustment. The program planning was for production 
only. But the structure of national state and county councils set 
up in this Bill was of a type that could readily be adapted to in- 
clude planning for consumption also. The Hope Bill of course did 
not pretend to deal with anything except production and land use, 
and the organization structure it proposed was not suited even to 
deal with production adjustment if by this we mean to include ad- 
justment to the market. Of course all administrative provisions of 
this sort were omitted from the bill finally passed. 

A word may need to be said in conclusion as to the incidence of 
such a program on agricultural income. Distinction between the 
short-run and long-run is crucial in this connection. If all agricul- 
tural production were of the annual crop type, once such a crop 
was produced, any movement of an additional fraction of it into 
consumption might indeed raise prices and income of that crop in 
the 3-to-1 ratio now commonly designated. But dairy and poultry 
production may respond somewhat to higher prices within a year, 
with the result that the composite equilibrium price may be some- 
what lower than indicated by the 3-to-1 ratio. Surely over a space 
of three to five years, the response of production would move the 
equilibrium price well down toward former levels. Nevertheless, 
the combination of somewhat higher prices and larger volume of 
output (PXQ) would represent an important addition to farm 
income. 

If agricultural programs can be developed along these lines for 
the United States, they surely can for many other countries. The 
United Kingdom, Denmark and Sweden could reasonably be ex- 
pected to travel in this direction twice as fast as the United States. 
Some of the severely handicapped countries will need help. The 
United States and other more fortunate countries working through 
FAO can very advantageously give them the needed help. Many 
farmers in the United States can even afford to produce and sell 
some additional output to other countries at Class II prices—they 
need figure in terms only of the additional cost of such additional 
output. But strong leadership in the World Food Council is needed 
if much headway is going to be made along such lines 


THE EFFECT OF SIZE OF HERD ON MILK 
PRODUCTION COSTS 


Water W. Witcox anp Emit RAvucHENSTEIN 
University of Wisconsin and Bureau of Agricultural Economics 


AIRY farming is typically a small scale enterprise. In im- 
portant dairy states such as Minnesota, Michigan, Massa- 
chusetts, Ohio, and Iowa herds of five to nine milking cows were 
more common than larger herds as late as 1944.! Of the 48 states 
only Wisconsin, New York, Vermont, and Connecticut, reported 
more farms with ten to fourteen than with five to nine cows milked. 
The number and proportion of farms reporting a higher number of 
cows in the milking herd drops rapidly in all states. Vermont and 
New Jersey were the only states reporting more farms with herds 
of 15 to 19 cows milked than with 10 to fourteen cows milked. For 
the United States as a whole the percentage of farms reporting 

different sized milking herds in 1939 and 1944 is as follows: 

Percentage of All Farms Reporting 
Size of Herd 5 or More Cows Milked 


1944 
5 to 9 cows milked 53.2 


1939 
60.9 
10 to 14 cows milked 22.2 24.4 
15 to 19 cows milked 8.6 10.9 
20 to 29 cows milked 5.6 72 
30 and over 2.7 3.8 


100.0 100.0 
In the important dairy areas of New England and the Lake 
States herds of 10 to 19 cows produced 29 to 49 percent of all milk 
produced in 1944. The percentage of total milk production con- 
tributed by the various sized herds follows: 


Percent of Total Milk Production 1944 


Michigan Connecticut 
Size of Herd Minnesota Massachusetts 
Wisconsin New York 
Vermont 
Less than 10 cows 20 10 
10 to 19 cows 49 29 
20 to 29 cows 22 26 
30 Cows and over 9 35 
100 100 


1 United States Department of Commerce, Special Report 1945, Sample Census 
of Agriculture, Table 1. 
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The purpose of this paper is to analyze the effect of the predomi- 
nance of small dairy herds on milk production costs. How and to 
what extent are milk production costs affected by the size of the 
milking herd? Milk and butterfat production costs have been com- 
puted in a number of states for the last 30 to 40 years. Usually 
not over 75 farms are included in the computations in a state in 
any one year. Often averages have been computed for as few as 10 
to 25 farms. The small number of cases has usually limited the an- 
alysis to the computation of average feed, labor, depreciation, 
housing, and miscellaneous costs per cow or per hundredweight of 
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1— FEED, LABOR AND OTHER COSTS PER 100 POUNDS 
OF MILK PRODUCED, 1914-1946 


Feed and labor costs are indexes of physical quantities used. The index of other 
costs is the value of other items used in production deflated by the index of prices 
paid by farmers for commodities used in farm production. Costs other than feed 
and labor make up around 20% of the total. Basic data from Cornell Extension 
Bulletin 439, Ithaca, New York. 

milk produced. These costs varied from year to year and state to 
state depending on the relative prices of the cost items and the 
customary dairy production practices. 

Where sufficient farms were included in the study, costs for high 
production herds often were compared with those for the low pro- 
ducing herds. Throughout the entire period covered by cost 
studies, high producing herds have produced milk at lower costs 
per hundredweight than the low producing herds.” 


2 A recent study showing this relation is published in Michigan Farm Economics, 
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These studies also have been useful in indicating trends in pro- 
duction costs where comparable records have been obtained over 
a period of years. One of the longest series of comparable data is 
available in New York. These data shown in Figure 1 indicate little 
change in feed used per hundredweight of milk produced from 1914 
to date, although milk production per cow has increased around 
40 percent. Labor used per cow has declined nearly 20 percent 
which results in a substantial reduction in labor per 100 pounds of 
milk produced. Housing, depreciation, and miscellaneous costs, 
which make up only around 20 percent of the total, have increased 
somewhat. 

Few if any of these studies have attempted detailed analyses of 
the effect of the number of cows in the milking herd on milk pro- 
duction costs. At most they usually present a cross classification 
table showing average milk production and averages of specific 
cost items per cow for herds with different numbers of cows.* 

Although there is considerable variation from year to year and 
between areas, the studies indicate that feed costs make up 50 to 
55 percent of the total cost of producing milk. Labor costs account 
for 25 to 30 percent; housing 3 to 6 percent; depreciation on the 
milking herd 0 to 5 percent; interest 5 to 7 percent; equipment 2 
to 3 percent; breeding service 3 to 5 percent; and miscellaneous 
costs including veterinary service from 0 to 10 percent. 

It is obvious that a number of items of cost when expressed on a 
per cow or per hundredweight of milk basis are not affected by the 
size of the herd. Under farm conditions the items which fall in this 
category are feed, depreciation on the milking herd, and interest. 
These items usually make up around 60 percent of the cost of pro- 
ducing milk. Thus we have only 40 percent of the total costs sub- 
ject to variations with the number of cows in the milking herd. 


Labor accounts for most of these costs which vary with the size 
of the herd. 


East Lansing, Michigan, March 1947. It shows the following variation in cost for 
1945-1946. 


Cost Per 

Herds with Cwt. Milk 
Under 250 lbs. butterfat per cow $4.38 
250 to 299 lbs. butterfat per cow 3.60 
300 to 349 lbs. butterfat per cow 3.43 
350 and over lbs. butterfat per cow 3.40 


® See for example Table 8 in Extension Bulletin 308, State College of Washing- 
ton, Pullman, Washington. Bulletins 511 and 515 of the Agricultural Experiment 
Station, University of Illinois, Urbana, Illinois, are two other recent dairy produc- 
tion cost studies which briefly mention the effect of size of dairy herd on costs. 
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With this in mind the Wisconsin Agricultural Experiment 
Station and the Bureau of Argicultural Economics in 1947 made a 
special study of labor utilization in milk production. One hundred 
twenty farmers were interviewed in four well distributed areas in 
the state. Most of the farmers in south-eastern Wisconsin were 
selling fluid milk in the Chicago milk market. The farmers in the 
other three areas sold fluid milk for manufacturing purposes. In 
order to get a representative sample of farms with herds in each 
size group, farms were selected at random to obtain 24 farms each 
having 10 to 14 cows; 15 to 19; 20 to 24; 25 to 29; and 30 cows or 
over. 

Each farmer was interviewed twice, once during the winter 
milking season and once during the summer pasture season. Infor- 
mation was obtained on the labor used for all livestock choring 
operations as well as for the milking herd. Detailed information on 
the time used for specific operations such as putting down silage, 
feeding, grain, etc. was obtained on a number of the farms. Labor 
required for milking was obtained separately from the other dairy 
chores for each farm in the study. 
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NUMBER OF COWS IN HERD 
Fic. 2—MAn LABOR USED PER COW, HERDS OF 10 To 45 cows 


Each dot or cross represents the man labor required per cow for a herd of milking 
cows. The crosses represent herds where two mechanical milking units are used per 
person milking. Dots represent herds where there is more than one person milking 
for each two single units. A horizontal trend line is fitted to the crosses and shows 
no change in labor requirements per cow when the most efficient milking methods 
are used on both small and large herds. Most of the reduction in labor requirements 
per cow for the larger herds results from the use of more efficient milking methods. 
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A simple cross classification of the data or scatter diagram 
showed the usual small decrease in labor required per cow in the 
larger vs. the smaller herds, but this proved to be the least signifi- 
cant part of our findings (Figure 2). When the farms were grouped 
on the basis of choring methods, we found labor was economized 
more frequently on the large herds because of a more efficient or- 
ganization of the work. But where the operators used efficient 
choring methods on the small herds little difference in labor re- 
quirements per cow were observed between the small and large 
herds. The organization of the milking process was by far the most 


Tas ie 1. Lasor RequirepD ror MILKING AND CHorRE LABoR, 
Herps GRovuPED BY AND MiILKING EquiIPMENT 


Size of Herd a oe of Man hours used 
arms per cow 
Two mechanical units used per milker Milking Other Total 
10 to 19 cows 16 51 69! 120 
20 and over 20 51 65! 116 


Less than two mechanical units per milker 


10 to 19 cows 13 822 691 151 

20 and over 23 715 65! 140 
All hand milking 

10 to 19 cows 17 113? 69! 182 

20 and over 13 106 65! 171 


1 Average of hours of man labor required for other dairy chores on all farms having 
herds of specified size without respect to organization of milking process. This dif- 
ference is not statistically significant. 

? Differences not statistically significant. 


important factor influencing labor requirements per cow. Herds 
which were milked with one man operating two single units (or one 
double unit) had a labor requirement for the milking process of 51 
hours per cow per year. The same time per cow was required for 
the larger as for the smaller herds. 

In contrast an average of 78 hours of labor per cow for the 
milking process was used in herds milked with mechanical milkers 
where more people helped in relation to the mechanical milking 
units used. The herds that were hand milked required 110 hours 
milking time a year per cow. The man hours required for milking 
and for other chores for herds of different sizes using comparable 
milking methods are shown in Table 1. 


= 
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A further analysis of the influence of milking techniques on labor 
requirements indicated that machine stripping, practiced on 9 of 
the farms, saved around 2 hours per cow per year, or 2 percent of 
the total labor as compared with the most efficient organization of 
the chores where hand stripping was practiced. 

Probably one of the most interesting conclusions reached in this 
study is that labor available is an important determinant of labor 
used in milk production. Members of the family furnished all the 
labor used on most of the farms studied. Often several of the boys 
or girls and wife helped with the chores. When the farms were 
grouped on the basis of number of cows in the herd per person 
doing chores, labor used per cow per year dropped as follows: 


Cows per person Number of Hours labor per 
doing chores farms cow per year 
Under 10 39 182 
10 to 14 89 138 
15 to 19 28 112 
20 and over 13 87 


Overhead Labor 180 Hours Per Head Per Year 


Most of the labor used in milk production varies directly with 
the equipment used and with the number of cows in the herd. Each 
day, however, a certain amount of time is spent in cleaning and 
assembling the milkers, going to and from the dairy barn, taking 
the cows to and from pasture in the summer and hitching up to 
clean the barn in winter. These operations which require a certain 
amount of time regardless of the size of the herd are estimated at 
180 hours per herd per year. On a 10 cow herd the average is 18 
hours per cow; this overhead time drops to 12 hours per cow per 
year for 15 cow herds, and 9 hours per cow for 20 cow herds. 

Herds of less than 15 cows can be milked with a single mechan- 
ical milking unit. A number of farmers with 6 to 12 cows use such 
equipment. From the standpoint of economy of time, however, two 
single mechanical milking units are a profitable investment for 
herds as small as 10 milking cows. Thus farmers with herds as 
small as 10 cows could profitably use the most efficient milking 
equipment used by farmers with larger herds. Hence the only 
necessary source of increased labor requirements per cow in the 
smaller herds is the increased overhead time per cow. The decrease 
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in labor per cow may amount to 6 percent of the total as the number 
of cows milked is increased from 10 to 15 cows, but the percentage 
decrease drops sharply as cow numbers are increased from 15 to 20, 
25 and 30. An increase in the number of cows milked from 20 to 
30 would reduce total labor requirements per cow by 3 percent. 


Labor Saving Equipment Profitable for Small Herds 


We have already pointed out that a two cow unit mechanical 
milker is a profitable investment on farms with herds as small as 
10 cows where it is profitable to economize on labor. For the most 
part this holds true for other types of labor saving dairy equip- 
ment. Drinking cups for the cows increase milk production as well 
as reduce labor. Where water can be piped to the barn at reason- 
able cost, drinking cups are a profitable investment for small as 
well as large herds. This also holds for feed carts and most other 
equipment. 

Many farmers with as few as 15 cows have driveway barns. 
These save as much as 2 to 3 hours per cow per year over the use 
of a litter carrier or wheelbarrow in cleaning the barn. It is doubtful 
if this labor saving method of cleaning the barn is feasible where 
fewer than 15 cows are kept. But it is equally available for all herds 
of this size and larger. 

The mechanical barn cleaner currently being installed in old 
dairy barns at a very rapid rate reduces barn cleaning time. These 
cleaners themselves vary in price, and the necessary barn remodel- 
ing to provide an enclosure for sheltering the spreader and tractor 
varies widely from farm to farm. Most installations cost from $1000 
to $2000 per farm. Obviously this equipment is too expensive for 
the smaller herds. Since a mechanical barn cleaner only saves around 
two hours per cow during the seven months that the cows are 
stabled (or 40 hours on a 20 cow herd) compared with the center 
driveway, it follows that labor must be worth about $3.00 per 
hour in order to make a barn cleaner profitable—with savings of 
four to five hours per cow in comparison with the use of a litter 
carrier, labor must be worth $1.50 for profitable barn cleaner oper- 
ation. Mechanical barn cleaners make dairy farming more pleasant 
but under normal farm conditions where the barn is cleaned once 
a day it will not lower costs as compared with a center driveway 
arrangement on herds as large as 30 cows. 
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Housing Cost Per Cow 


Building costs per cow in recent years have been calculated in 
various studies‘ at $8.00 to $10.00 per cow a year. This amounted 
to 3 to 6 percent of the gross cost of keeping a cow. The size of 
herds varied from 16 to 20 cows in these studies. As indicated 
earlier, data are not available showing the reduction in building 
costs per cow when one goes from a 10 cow herd to a 20, 30, or a 
40 cow herd. Indeed with the variety of barn types that are used 
and the variations in construction costs at different times, it would 
be difficult to obtain reliable information on the effect of herd size 
by the usual methods of cost determination. 

The following analysis of building costs is believed to be useful. 
Considering a common type of dairy barn for housing all cattle, 
having two rows of stanchions, calf pens, box stalls, center drive- 
way, and hay loft, we know that with a standard width of 36 feet, 
the cost of a barn 80 feet long will not be double that of a barn 40 
feet long. Essentially the two ends are fixed costs. The sides, 
ground floor, interior equipment, hay floor, and roof costs vary 
with the length of the barn. If we can approximate the costs of 
these parts of the barn, we can arrive at useful estimates of the 
housing cost per cow with various sized herds. 

Thus if the roof and walls of a barn 40 feet long cost $2,000 when 
it was built, the cost of the ends would be close to $400 or 20 per- 
cent of the total. An 80 foot barn on the same basis would cost 
$3600. A 120 foot barn would cost $5200. Assuming 20, 40, and 60 
cows in each of these barns the investment per cow would, be $100 
for the 40 foot barn, $90 for the 80 foot barn, and $87 for the 120 
foot barn. Present day building costs would be higher. The annual 
building expense would be proportionai to the investment; housing 
costs per cow in the 40 unit barn would be 90 percent as high as 
in the 20 unit barn. Housing costs in the 60 unit barn would be 87 
per cent of the housing costs per cow in the 20 cow barn. If the 
housing costs represent 5% of the cost of producing milk in 20 cow 
herds, they would be reduced by .5% in the 40 cow herds and .8% 
in the 60 cow herds—less than 1 percent variation in milk produc- 


tion costs arise out of variations in housing costs of small vs. larger 
herds. 


* Michigan State College F.M. 397, Illinois Agrl. Experiment Station Bulletin 
611. 
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Milkhouse and Equipment Cost Per Cow 


Ordinarily equipment costs amount to less than 3 percent of the 
total cost of producing milk. This is especially true in areas that 
produce milk for butter, cheese, or other manufactured dairy 
products. There are a few fluid milk markets, especially in the east, 
however, which require a three-room milk house, electric cooler, 
steam boiler, steam cabinet, and special] steam cabinet for milking 
machines. Fluid milk areas with the high cost requirements in milk 
house and equipment have an investment of $2000 or more, and 
annual expense of $200 and over per farm. These costs are almost 
the same regardless of whether 10 cows or 60 cows are kept on the 
farm. Where equipment costs are at this level they may amount to 
$10 per cow in a 20 cow herd, or 4 or 5 percent of total milk pro- 
duction costs. Equipment costs at this level would be $20 per cow 
for 10 cow herds, but only $6.67 per cow in 30 cow herds. An in- 
crease in herd size from 10 to 20 cows could reduce milk production 
costs 2 to 2} percent under the conditions outlined above. Further 
increases in herd size might reduce costs another 1 percent. Out- 
side these milkmarketing areas with unusually high requirements, 
however, the investment in equipment is $1,000 or less per herd 
and equipment costs run in the neighborhood of 5 cents per hun- 
dredweight of milk produced. It is obvious that only small savings 
in equipment costs can be achieved by increasing the size of the 


herd milked. 


Saving Slight in Larger than 15 Cow Herds 


In summarizing the small possible savings outlined in the pre- 
ceding paragraphs, it appears that if the most efficient methods are 
used in producing milk, production costs may be lowered around 
5 percent in 15 cow vs. 10 cow herds; 2 to 3 percent in 20 vs. 15 
cow herds; 2 to 5 percent in 25 vs. 15 cow herds, and slightly more 
in the 30 cow herds. From a practical standpoint one concludes 
that there are no significant cost reductions possible as the size of 
the herds is increased beyond 15 cows. In an attempt to determine 
the economies and diseconomies of producing milk in extremely 
large herds, several herds of 100 cows or more were studied. Extra 
time required in moving the feed and milk greater distances in the 
large barns, in taking the cows greater distances to and from 
pastures, and in hauling crops and manure greater distances to and 
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from fields offset time savings at other jobs such as washing milkers 
and cans and throwing down silage. Farmers with herds of 100 cows 
or more have additional labor supervision problems and their dis- 
ease control problems appear to be greater than on smaller herds. 


Larger Herds Have Better Management 


In the more specialized dairy areas and in city milk markets 20 
to 40 cow dairy herds are more common than elsewhere. One of the 
reasons for this is the higher level of managerial ability developed 
in the more specialized dairy areas. Milk production has a greater 
comparative advantage over other enterprises in these areas too. 
Without doubt, on the average, the larger dairy herds enjoy better 
management than small herds. This is true in each of the import- 
ant dairy states as well as for the United States as a whole. This 
includes better feeding, better and more regular care and better 
breeding. The results are indicated in the range in milk production 
per cow for cows in different sized herds in the state of New York 
and the entire United States as reported in the 1945 census.® 


Cows in Herd Pounds Milk Produced per Cow 

New York US. 

5to 6 4,790 4,085 
7to 9 5,520 4,490 

10 to 14 5,900 4,870 
15 to 19 6,020 5,375 
20 to 29 6,190 5,790 
30 and Over 6 ,330 6,520 


When one examines the critical management factors in milk pro- 
duction, however, herds as small as 10 to 15 cows will pay for good 
management. Artificial insemination associations now make it pos- 
sible and economical to use as well-bred sires on small herds as are 
used on the larger commercial milk producing herds. Liberal 
feeding of balanced rations and timely milking is just as profitable 
for small as for large herds. 


Feed Production Costs Lower for Large Farms 


Most milk is produced from home produced feeds. The size of 
the dairy herd often is determined by the amount of crop land on 
the farm and the hay and pasture produced. Where this is the case, 
economies in producing the crops associated with farming larger 
acreages might be considered a part of the general problem. Looked 


5 Special Report, 1945 Sample Census of Agriculture. 
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at from this standpoint milk produced in small herds on small 
farms may cost considerably more than where the herds and farms 
are larger. 

Data from farm account studies indicate that power and ma- 
chinery expense and man labor cost may be reduced by as much as 
25 to 30 percent per acre of crops raised as the acreage of crops per 
farm is increased from 80 to 200 acres.° These items, power, ma- 
chinery, and labor, account for approximately half the costs of crop 
production. Clearly there are substantial cost reductions in crop 
production as the shift toward larger acreages continues. Cost re- 
ductions are also possible as better management practices are in- 
troduced—both for the small and larger herds. But unless new 
technologies are developed, milk production costs will not be 
lowered significantly merely by shifting to larger milking herds. 


6 Savings of this magnitude are indicated on Illinois farms. See Table 8, Illinois 
Farm Economics, July-August, 1947, University of Illinois, Urbana, Illinois. Be- 
cause of the higher proportion of hay on dairy farms and the lack of labor saving 
hay harvesting methods, savings may be somewhat smaller on dairy farms, 


ALLOCATION OF AGRICULTURAL INCOME* 


D. Gate JonNSON 
The University of Chicago 


ESPITE extensive improvements in the available data on 

agricultural income over the past 15 years, it is still true that 
we know relatively little about the distribution of agricultural in- 
come. Most of the efforts in estimating agricultural income have 
been devoted to determining agriculture’s share in the national in- 
come or the income of farm people from farming. These endeavors 
are obviously necessary first steps. However, the income data re- 
quired to provide the necessary information for many types of re- 
search work and policy formulation are still lacking. 

The additional data on agricultural income need to take two 
directions. One is to determine the functional distribution of 
agricultural income, i.e., the allocation of agricultural income 
among the factors of production. The other is the personal (family) 
distribution of agricultural income.! The first is important in ana- 
lyzing the allocation of resources, while the second is significant in a 
welfare context.” 

The major purpose of this paper is to develop a series of estimates 
of the functional distribution of agricultural income. Though major 
emphasis is given to net agricultural income, some attention is 
devoted to the allocation of gross agricultural income. In addition 
an attempt is made to derive estimates of the net income of com- 
mercial farms, defined here to include the 50 percent of American 
farms producing 85 percent or more of total agricultural output and 
employing the great bulk of all non-labor resources. It is recognized 
that the results obtained in all cases depend to a considerable extent 
upon the particular assumptions chosen to derive the estimates. As 
a consequence care is taken to spell out the assumptions very 
specifically. 


*I wish to acknowledge the criticisms and comments of T. W. Schultz and 
William H. Nicholls. 

1 Since the first draft of this paper was written (early in 1945) much work has 
been done in the U. S. Department of Agriculture to obtain data to accurately 
estimate the personal distribution of income in agriculture. 

2 Cf. T. W. Schultz, “Income Accounting to Guide Production and Welfare Poli- 
cies,” a paper read before the Western Farm Economics Association, June 28, 1945 
and published by the Association, and D. Gale Johnson, “Contribution of Price 
Policy to Income and Resource Problems in Agriculture,” Tu1s JournaL, XXVI 
(Nov., 1944), pp. 637-8; 651-2, and 658-9. 
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I. Allocation of Net Income 


The allocation of income is estimated on both a net and gross 
income basis. Since there is little difficulty in allocating gross in- 
come once the net income is allocated, major attention is given to 
allocating net income. 

A. The Assumptions 

Estimates of the functional distribution of net agricultural in- 
come present a number of difficulties. A very large proportion of all 
types of agricultural resources do not receive a market return nor 
have a market determined price. If only one resource were not 
hired, the return to that resource could be obtained as a residual. 
With a corporate form of enterprise usually only the capital is 
supplied in whole or part by the firm, with both “management” 
and labor being hired. As a consequence a division of income along 
functional lines can be made with only moderate errors. In agri- 
culture some firms own or control all resources employed and no 
direct market prices are available. Other firms own part of the land, 
all of the non-land capital and supply directly all of the labor. In 
only a limited number of cases would all of the land be rented and 
all labor hired. As a result a number of assumptions must be made 
in deriving the estimates. 

The basic income series for the calculations is net income from 
agriculture.* This concept is an estimate of the total income pro- 
duced by agriculture—agriculture’s contribution to the national 
income. Net income from agriculture is the sum of net operator 
income*—including adjustments for changes in value of inventories 
— wages paid, rent to landlords not on farms,' and farm mortgage 

3 Net income from agriculture is seldom used in income comparisons, though it 
has much to commend it from an analytical standpoint to the somewhat similar 
concept of net income to persons on farms from agriculture. The magnitude of the 


latter concept is affected by such considerations as shifts in ownership of land or 
changes in residence of hired workers. 

4 All income estimates given in this paper include government payments. 

5 The Bureau of Agricultural Economics currently excludes rent paid to land- 
lords living on farms as a production expense to farm operators, though rent paid to 
landlords not living on farms is considered a production expense. The reason for 
excluding rent paid to landlords living on farms has been stated as follows: 

“Rent to landlords living on farms is not included in expenses because, while it is 

an expense item to one farmer, it represents an item of income to another.” (Net 
Farm Income and Parity Report: 1948, p. 25). 
Consistency would require a similar exclusion of wages paid to laborers living on farms 
or at least wages paid to farm operators, as a production expense as such wages 
represent income to other farm people, in many cases to other farm operators or 
members of their families. It would seem more reasonable to include rent, regavdless 
of the recipient, as a production expense in determining farm operator’s income. If 
this were done, farm operator income would be the net income of all farm operators 
from the farms over which they have managerial control. 
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interest. One minor agricultural income item, interest on non-real 
estate debt, has not been included because the official statistics do 
not separate it from a large category of miscellaneous items. How- 
ever, the resulting error is small.® 

Three different combinations of assumptions have been used in 
estimating the division of agricultural income among the resources. 


A. The return to land was estimated by “blowing up” the total net 
rent on rented land to include all land. The extension was made 
by assuming that the net rent on rented land would bear the 
same relationship to the total net return on all land as the value 
of rented land did to the value of all land for each year. The 
estimates of the relationship of the value of rented land to all 
land were based on census data, with interpolations being made 
for intercensus years.’ The returns to capital were calculated by 
multiplying the value of non-real estate inventories on January 
1 of each year by an estimated rate of interest. The rates of in- 
terest used were 6 percent for 1910 to 1934, 5.5 percent for 
1935 to 1937, and 5 percent from 1938 to date. The returns to 
labor were determined as a residual, being the difference be- 
tween net agricultural income and the computed returns for 
land and capital. 


B. The return to land was determined by multiplying the annual 
average rate of interest on farm mortgages by the estimated 


6 A. S. Tostlebe, et al, “The Impact of the War on the Financial Structure of 
Agriiculture,” U.S. Dept. of Agriculture, Misc. Pub. No. 567, 1945, pp. 25, 26. pre- 
sents estimates of interest payments on non-real estate debt for 1915, 1918 and 1940 
to 1943 (pp. 25-6). Inclusion of interest payments on non-real estate debt would 
have increased total agricultural income by about 5 per cent in 1915, 3 percent in 
1918 and 4, 3, 2 and 2 percent respectively in 1940, 1941, 1942, and 1943. 

An offsetting error, which was not discovered until after the estimates in this 
paper were made, is due to the double counting of interest paid on mortgages by 
non-farm landlords. In recent years this item has been about $60,000,000, or one 
percent or less of total agricultural income. In all estimates made by the Bureau of 
Agricultural Economics prior to June 1945, net rent to non-farm landlords included 
farm mortgage interest payments and the estimates of interest payments on farm 
mortgages included all farm real estate. As a result, in determining net agricultural 
income the mortgage interest paid by non-farm landlords was counted twice. In 
estimates published in June, 1945, net rent paid to non-farm landlords was calcu- 
lated exclusive of interest payments thus removing the double counting. This re- 
sulted in an increase in estimates of operator’s income and a reduction in estimates 
of total agricultural income. This revision is available only for 1940 to date. 

It might be noted that compilers of national income statistics are uncertain as 
to the appropriate status of short-term interest. Short-term interest may be con- 
sidered as a cost in the same sense as purchases of raw materials; as a factor pay- 
ment, or as a transfer payment. 

7 Data for 1935-1946 were kindly supplied by Mr. M. M. Regan of the Bureau 
of Agricultural Economics. 
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value of farm real estate on January 1 of the current year. The 
returns to capital were determined as in Method A. 

C. To derive an independent estimate of labor returns as contrasted 
to treating labor as a residual claimant, the assumption was 
made that all family workers, including the operator, received 
the same return as hired workers. The income series for hired 
workers used was the total wage bill paid by farmers. When this 
labor income series is added to returns to land and capital as 
calculated under assumptions A or B, the total of the three 
shares never exactly equals total agricultural income. As a 
result the labor returns calculated as noted in this paragraph 
are used only for comparative purposes. 


The three combinations of assumptions include most of the pro- 
cedures used in farm management or farm income studies. A further 
distinction is sometimes made by separating a management return 
as a residual after returns to land, capital and unpaid family labor 
have been estimated. We could, for example, by combining esti- 
mated returns to land and capital from Methods A or B and to 
labor from Method C obtain a residual which might be termed a 
management return. 

B. Method A 

The estimated returns to land, capital and all labor as derived 
from Method A are given in Table I. 

C. Method B 

The results obtained by applying Method B are shown in Table 
Il. 

D. Comparison of Methods A and B 

The proportions of the total returns going to land and labor are 
much more variable under Method B than Method A. This differ- 
ence results from the assumptions as to the appropriate method of 
valuing the current contribution of land to total income. Method 
B assumes that current land values multiplied by the appropriate 
interest rate indicates the income received by land. However, land 
values presumably depend upon anticipated returns over an ex- 
tended period of time and a capitalization ratio that is undoubtedly 
quite inflexible. In addition, the mortgage rate of interest varies 


8 This step was not taken for two reasons—one, there does not now seem to be 
an appropriate agricultural wage rate available, and, two, the writer is not fully 
confident that the estimates of employment of family labor are wholly comparable 
with those of hired labor. See later discussion for further comments. 
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Taste I. Estrmatep DistrisuTion AGRICULTURAL INCOME TO LAND 
CapitaL AND Lasor Accorpine To Metuop A, 1910-1946 


Return | Return | Return Return | Return | Return 
to to to to to to 
Year land' | capital?} labor® Total‘ land | capital | labor 
(Millions of dollars) (Per cent of total) 


60.2 
54.4 
57.8 
57.5 
57.3 
53. 
50. 
56 


1910 | 1,659 | 430 | $,159 5,248 | 31.6 
1911 | 1,716 | 451 | 2,586 4,753 | 37.0 
1912 | 1,765 | 440 | 3,092 5,227 | 33.8 
1918 | 1,767 | 481 | 3,052 5,310 | 33.4 
1914 | 1,822 | 515 | $,137 5,474 | 33.3 
1915 | 2,018 | 532 | 2,882 5,482 | 37.1 
1916 | 2,556 | 546 | 3,185 6,287 | 40.6 
1917 | 8,711 603 | 5,631 9,945 | 37.3 
1918 | 3,877 | 761 | 6,782 | 11,420 | 33.9 
1919 | 4,117 | 838 | 6,854 | 11,809 | 34.9 
1920 | 2,557 | 841 | 6,713 | 10,111 | 25.4 
1921 | 1,897 | 695 | 2,679 5,271 | 36.0 
1922 | 2,915 | 542 | $,671 6,428 | 34.5 
1923 | 2,506 | 520 | 4,265 7,291 | 34.6 
1924 | 2,839 | 531 | $3,930 7,300 | 38.9 
1925 | 2,682 | 530 | 5,368 8,530 | 30.9 
1926 | 2,487 | 558 | 5,271 8,266 | 29.4 
1927 | 2,758 | 560 | 4,708 8,026 | 34.3 
1928 | 2,668 | 595 | 5,117 8,375 | 31.8 

8 

4 

5 

7 

8 

2 


1929 | 2,590 | 635 | 5,191 8,416 | 30. 
1930 | 1,990 | 630 | $,948 6,568 | 30. 
1981 | 1,221 503 | 2,896 4,620 | 26. 
1982 858 | 399 | 1,960 3,217 | 26. 
1983 | 1,207 | 3383 | 2,384 3,924 | 30. 
1934 | 1,579 | 341 | 2,619 4,539 | $4. 
19385 | 1,854 | 319 | $3,976 6,149 | 30. 
1936 | 1,995 | 428 | 4,084 6,507 | 30.6 
1987 | 1,924 | 436 | 4,882 7,242 | 26.6 
1988 | 1,696 | 416 | $,998 6,110 | 27.8 
1989 | 1,854 | 420 | 4,081 6,355 | 29.2 
1940 | 1,904 | 423 | 4,083 6,410 | 29.7 
1941 | 2,693 | 442 | 5,893 9,028 | 29.8 
1942 | $3,877 | 576 | 8,547 | 13,000 | 29.9 
1948 | 4,571 773 | 10,770 | 16,114 | 28.4 
1944 | 4,892 823 | 9,896 | 15,611 | 31.3 
1945 | 4,981 855 | 9,981 | 15,817 | 31.5 
1946 | 5,261 894 | 12,734 | 18,889 | 27.9 


— 


1 See Appendix Table I. 

2 See Appendix Table IIT. 

3 Calculated as a residual. 

4 BAE, “Net Farm Income and Parity Report, 1943,” (Washington, USDA, 
1944) p. 10 and BAE, The Farm Income Situation, June-July, 1947, pp. 22. In- 
cludes government payments. 
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IT. Estrmatep or AGRICULTURAL INcoME To LAND, 
CapiTaL AND Lasor AccorDING To Metuop B, 1910-1946 


Return | Return | Return Return | Return | Return 
to to to to to to 
Year land' | capital? | labor® Total land | capital | labor 
(Millions of dollars) (Per cent of total) 

1910 2,088 430 2,730 5,248 39.8 8.2 42.0 
1911 2,163 451 2,139 4,753 45.5 8.6 45.9 
1912 2,276 440 2,611 5,227 43.5 8.4 48.1 
1913 2,346 481 2,483 5,310 44.1 9.1 46.8 
1914 2,415 515 2,544 5,474 44.1 9.4 46.5 
1915 2,415 532 2,485 5,482 44.4 9.8 45.8 
1916 2,621 546 3,120 6 , 287 41.6 8.7 49.5 
1917 2,775 603 6 , 567 9,945 27.8 6.1 66.1 
1918 3,049 761 7,610 11,420 26.6 6.7 66.7 
1919 $3,327 838 7,644 11,809 28.2 7.1 64.7 
1920 4,045 841 5 , 225 10,111 40.0 8.3 51.7 
1921 $3,812 695 764 5,271 72.3 13.2 14.5 
1922 | $,403 542 | 2,483 6,428 | 52.9 9.5 | 37.6 
1923 3,373 520 3,398 7,291 46.3 6.9 46.8 
1924 3,179 531 3,590 7,300 43.5 7.3 49.2 
1925 3,116 530 4,884 8,530 36.5 6.2 57.3 
1926 3,041 558 4,667 8 , 266 36.8 6.8 56.4 
1927 2,906 560 4,560 8 ,026 36.2 7.0 56.8 
1928 2,897 595 4,883 8,375 34.6 aa 58.3 
1929 2,873 635 4,908 8,416 34.1 7.6 58.4 
1930 2,873 630 3,065 6 , 568 43.7 9.5 46.8 
1931 2 ,640 503 1,477 4,620 57.1 10.9 32.0 
1932 2 , 234 399 584 $3,217 69 .4 12.4 18.2 
1983 | 1,848 333 | 1,748 3,924 | 47.0 8.5 | 44.5 
1934 1,852 341 2,346 4,539 40.8 7.5 §1.7 
1935 1,807 $19 4,023 6,149 29.3 5.1 65.6 
1936 1,729 428 4,350 6,507 26.6 6.6 66.8 
1937 1,703 436 5,103 7,242 23.5 6.0 70.5 
1938 1,633 416 4,061 6,110 26.7 6.8 66.5 
1939 1,561 420 4,374 6 ,355 24.6 6.6 68.8 
1940 1,548 423 4,439 6,410 24.1 6.6 69.3 
1941 1,507 442 7,079 9 ,028 16.7 4.9 78.4 
1942 1,590 576 10 ,834 13 ,000 12.3 4.4 83.3 
1943 1,703 773 13 ,638 16,114 10.6 4.8 84.6 
1944 1,914 823 12,874 15,611 12.3 5.3 82.4 
1945 2,227 855 12,735 15,817 14.1 5.4 80.5 
1946 2,501 894 15,494 18 ,889 13.3 4.7 82.0 
1See Appendix Table IT. 

2 See Appendix Table III. 


8 Calculated as a residual. 

4 BAE, “Net Farm Income and Parity Report, 1943.” (Washington, USDA, 
1944) p. 10, and BAE, The Farm Income Situations, June-July, 1947, pp. 22. In- 
cludes government payments. 
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little from year to year, showing little responsiveness to changing 
agricultural price conditions. Every element entering into the 
calculation of land returns as in Method B is very inflexible com- 
pared to farm income. Consequently the land returns indicated by 
this method are only indirectly related to current conditions im- 
pinging upon factors influencing the demand for land for use, rather 
than for ownership. Differences in the estimates of land returns by 
the two methods may be taken to indicate the gains and losses in- 
volved in farm ownership for any particular year. The farm owner 
will presumably be at an advantage whenever rental payments are 
greater than the interest cost, and vice versa. 

Rental contracts either directly reflect changes in prices and/or 
yields, as in crop and livestock share leases, or are subject to fairly 
continuous bargaining.® As a consequence, rental rates are likely to 
more accurately reflect the value of alternative uses of land for any 
particular year than a return based on a percentage of land value 
or price.’° 


® For the nation as a whole, rental contracts fixed in cash have covered farms 
which include approximately 20 percent of the value of all land and builidings on 
tenant operated farms for the census years 1919 to 1939. In 1920 share-cash rental 
contracts represented about 15 percent and in 1939 about 25 percent of the value 
of land and buildings on all rented farms. In the share-cash rental contracts the 
share proportion of the total rent is generally considerably more important than 
the cash part. At the outside cash rent would not make up more than 25 to 30 per- 
cent of all rent payments. Part owners apparently rent about the same proportion 
of the rented part of the farm in cash as do full tenants, though data are available 
only for 1939. 

10 Some doubt may be raised as to the extension of rent on rented land to obtain 
a return on all land because rented land may not be an adequate representation of 
all land. The major difficulty arises, the writer believes, because of the differences 
in regional distribution of rented land. In New England and Middle Atlantic states 
much less land is rented than in other sections, such as the South and North Central 
states. The Pacific and Mountain States also have less rented land than the national 
average. As a consequence, two types of errors are possible. First, the average level 
of land returns calculated by estimating from rents may be too high or low. Second, 
the movement of land returns in time can be affected by considerations peculiar to 
the cotton, hog-corn, or wheat producing areas. Except for unusual circumstances, 
the second error is not likely to be of importance and the size of the first error is 
undoubtedly small. The census regions in which tenancy is significant have approxi- 
mately 75 percent of the value of land and buildings and customarily produce the 
same proportion of gross and net farm income. Even in the Western States tenancy 
is undoubtedly of sufficient importance to permit rents to be of sufficient import- 
ance to serve as a guide. However, it is probably true that land returns should be 
estimated on a regional basis and then combined to obtain a national estimate. 
The method used in this paper resulted in weighting regions in proportion to land 
rented rather than in proportion t» all farm land. A more refined analysis should 
approach the problem from at least a regional standpoint. 

The large drop in the proportion of net agricultural income attributed land in 
1920 illustrates the desirability of using regional rather than national data. Rent 
payments fell very sharply from 1919 to 1920 because of the very large declines in 
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Theoretically one would expect approximately equal propor- 
tionate short run changes in the returns to labor, land, and capital. 
Only very modest changes are made in the employment of any one 
of the three resources from year to year. Part of the reason for the 
small change in employment is due to the inelasticity of the supply 
of capital, land, and labor; part is due to technical reasons which 
make more than modest changes in the total employment of capital 
and land difficult. Were it not for the existence of capital rationing 
and uncertainty agriculture could have an elastic supply curve for 
capital, but in actual fact the supply curve is inelastic. In addition, 
technical reasons make capital transfers out of agriculture difficult; 
the capital instruments already in agriculture cannot be readily 
transferred to other uses. New capital that can be added in the 
short period can constitute only a small proportion of the existing 
supply. Additions or subtractions to the supply of land can obvi- 
ously be made only over a considerable period of time. Because of 
the interrelationships between the demand for and supply of labor, 
labor employment remains practically constant from year to year. 
Since the proportions of the various resources utilized in agriculture 
do not change appreciably from year to year, the changes in the 
absolute level of returns to each should be approximately equiva- 
lent. This result is obtained for land and labor with Method A, and 
if we could have a more satisfactory procedure for attributing re- 
turns to capital, e.g., a market price for the use of capital in- 
struments such as machinery,the theoretically anticipated result 
might be obtained for all three resources. As a consequence, 
Method A has been accepted as superior to Method B in estimating 
returns to land and labor. 

Over the average of the 37 years Method B attributes a larger 
percentage of agricultural income to land than Method A. This 
difference results from the fact that, particularly during the early 
years, net land rentals did not provide a rate of return equivalent 
to the farm mortgage rate of interest. In other words, farm owners 
were paying more for farm land than the going rental rates, capi- 
talized at the mortgage rate of interest, would indicate as an ap- 
propriate valuation during the period. Two possible explanations 
may be given for the discrepancy. One was the desire for land 


cotton and wheat prices in late 1920 as contrasted to more modest changes in milk, 
fruits, and feed grains and livestock. The rent series is heavily iieeneal by cotton 
and wheat prices and thus a distortion resulted. 


732 


D. GALE JoHNSON 


Taste III. Estrmatep Totat Net Lanp REntTAL, INTEREST CHARGE ON CURRENT 
Lanp VALUATION AND Rate or RETURN oN RENTED Lanp, 1910-1946 


Total Interest Rate of return 
net land charge on Difierence on rented 
Year rental! land? land? 
(Millions of dollars) (Percent) 
1910 1,659 2,088 —429 4.7 
1911 1,716 2,163 —447 4.8 
1912 1,765 2,276 —51l 4.7 
19138 1,767 2,346 —579 4.6 
1914 1,822 2,415 — 593 4.6 
1915 2,018 2,415 —397 §.1 
1916 2,556 2,621 — 65 6.0 
1917 $,711 2,775 936 8.2 
1918 3,847 3,049 798 7.7 
1919 4,117 3,327 790 7.5 
1920 2,557 4,045 —1,488 3.9 
1921 1,897 $3,812 —1,915 3.1 
1922 3,408 —1,188 4.1 
1923 2,506 3,373 — 867 4.8 
1924 2,839 3,179 —340 5.6 
1925 2 ,632 3,116 — 484 5.3 
1926 2,437 3,041 —604 5.0 
1927 2,758 2,906 —148 §.8 
1928 2,663 2,897 —234 5.6 
1929 2,590 2,873 —283 5.4 
1930 1,990 2,873 —883 4.2 
1931 1,221 2,640 —1,419 2.8 
1932 858 2 , 234 —1,376 2.3 
1933 1,207 1,843 — 636 3.9 
1934 1,579 1,852 —273 4.9 
1935 1,854 1,807 47 5.6 
1936 1,995 1,729 266 5.9 
1937 1,924 1,703 221 5.5 
1938 1,696 1,633 63 4.9 
1939 1,854 1,561 293 5.5 
1940 1,904 1,548 356 5.7 
1941 2,693 1,507 1,186 
1942 3,877 1,590 2,287 10.9 
1943 4,571 1,708 2,868 12.1 
1944 4,892 1,914 2,978 11.5 
1945 4,981 2,227 2,745 10.7 
1946 5,261 2,501 2,760 10.1 
1 See Table I. 
2 See Table II. 


3 Calculated by dividing estimated net land rental by the estimated value of land 
and buildings as of January 1 of the current year. Value of land and buildings 
taken from BAE, “Net Farm Income and Parity Report, 1943” (Washington: 
—" 1944), p. 29 (mimeo.) and BAE, Farm Income Situation, June-July, 1947, 
p. 28. 


| 
] 
| 


ALLOCATION OF AGRICULTURAL INCOME 733 


ownership for what it was presumed to provide in prestige, social 
standing and security. The other was the anticipated gain from 
appreciation in land values, particularly from 1910 to 1919. 

Table III provides a comparison of the estimated returns for 
land (in dollars) derived by the two methods and the percentage 
net rent was of current land valuation. 

Three periods of stability in the rate of return from rents should 
be noted. One was from 1910-14 when the average return was ap- 
proximately 4.7 percent as compared with a rate of interest of 
slightly less than 6.1 percent." The second was during 1924 to 1929 
with an average net rental return of approximately 5.5 and an 
average interest rate of slightly less than 6.2 percent. The third 
period was from 1935 to 1940 when an average rental return of 5.5 
and an average rate of interest of 5 percent prevailed.” 

The very high rates of return during the two war periods and the 
low rates during the two major depressions are worthy of note. 
These reflect how far current market valuations of the use of land 
may depart from the valuation of the land in terms of ownership. 
This in turn reflects the extent to which long run considerations 
override the short run in the case of land prices. 

The above estimates of returns to land may be used to make cer- 
tain judgments about the long run feasibility of current levels of 
land values. Assuming that land will continue to receive 30 percent 
of the total net agricultural income and that the capitalization rate 
is 5 percent, net agricultural income will have to average $10 bil- 
lions to support a total value of land and buildings of $60 billions.’ 
If the capitalization rate is 6 percent, net agricultural income 
would have to be $12 billions. These incomes should be compared 
with $9.0 billions in 1941; $13.0 billions in 1942; $15.8 billions in 
1945 and $18.9 billions in 1946. 

The Department of Agriculture has estimated that under full 
employment conditions in a normal post war year with retail prices 
at the 1943 levels net agricultural income would be about $12- 
12.5 billions. Under conditions of intermediate employment net 
agricultural income was estimated at about $8.5 billions. 

11 See Appendix Table II for farm mortgage interest rates. 

2 These results are approximately the same as those reported by M. M. Regan, 
H. R. Johnson and F. A. Clarenbach, The Farm Real Estate Situation, 1944-1945. 
Cire. No. 743, Washington: U.S. Department of Agriculture, 1945, pp. 37-38. 

13 As of January, 1947 the value of farm real estate was estimated to be 58,604 
million dollars. See Farm Income Situation, June-July, 1947, p. 28. 

14 What Peace Can Mean to American Farmers, Post-War Agriculture and Em- 


ployment, USDA, Misc. Pub. No. 562, p. 25. Writer adjusted published estimates 
of net operator income to net agricultural income. 
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If the general price level remains at or above the 1943 level, it 
certainly is not outside the realm of possibility that net agricul- 
tural income will average in excess $10 billions. It is, of course, im- 
possible to say at this time whether the level of land values of late 
1946 are generally too high. However, it does seem clear that much 
of the alarm over rising land values has been unwarranted. Perhaps 
such alarm and the associated propaganda were important in pre- 
venting greater increases than actually occurred. In any case, it 
seems clear that farmers who bought land as late as the spring of 
1945 have made rather excellent purchases." 


Taste IV. Estimatep PercentaGE DIstRIBUTION OF AGRICULTURAL INCOME, 
Comparisons or Metuops A aAnp B, 1910-1946 


Method A Method B 

Period 

Land Capital Labor | Land Capital Labor 

(percent) | (percent) | (percent) | (percent) | (percent) | (percent) 

1910-14 33.8 8.7 57.5 43.4 8.7 47.9 
1915-19 36.7 55 .6 33.7 58.6 
1920-24 33.9 8.8 57.3 51.0 9.0 40.0 
1925-29 31.4 6.9 61.7 35.6 6.9 57.5 
1930-34 29.8 9.8 60.4 51.6 9.8 38.6 
1935-39 28.9 6.2 64.9 26.1 6.2 67.7 
1940-44 29.8 §.1 64.9 15.2 5.2 79.6 
1945-46 29.7 5.0 65.3 13.7 5.0 81.3 
1910-1946 31.9 7.5 60 .6 35.4 7.5 57.1 


A -ondensation of Tables I and II, giving the distribution of total 
income by five year periods, is given in Table IV. This permits an 
easier comparison of the two methods, though much of the variabil- 
ity is covered up by the use of averages. For the whole period, labor 
received 61 percent of total income according to Method A and 57 
percent by Method B. Method B results in rather variable esti- 
mates of the shares going to land and labor, with labor’s share 
being particularly low in 1920-24 and 1930-34, and particularly 
high in 1940-44. 

According to the results of Method A, labor has been receiving 
about two-thirds of the total agricultural income in recent years. 


15 Tt should be noted that if farm incomes remain at the 1946 level through 
1948, long run agricultural income will not need to equal the figures indicated in 
the text. The present high levels of income over a three year period would make 
possible a net downward revaluation of the land by 10 to 20 percent from the 1946 
values. This point applies, of course, only to existing owners. 
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During 1910-14 labor received about 58 percent of the total in- 
come, while from 1925-29 the percentage attributed to labor was 
approximately 62 percent. 

Over the period the percentage share going to land has declined 
moderately. The percentage attributed to land was about 34 per- 
cent from 1910-14; approximately 31 percent during 1925-29 and 
29 percent in the years 1935 to 1940. However, most of the lower 
percentage is explained by the two years 1937 and 1938. 

Contrary to what one might expect, the percentage of the total 
income going to capital apparently has a downward trend. During 
the first few years of the period the return to capital (mostly ma- 
chinery and livestock) was about 9 percent of the total. During the 
last 10 years of the period, the return hardly averaged 6 percent of 
the total. What this decline in proportion received indicates is 
difficult to say. The decline is in part the result of the lower interest 
rate used in the later years (6 percent from 1910 to 1934, 5.5 per- 
cent for 1935-36 and 5 percent since), but is also due to the absence 
of any significant increase in the value of capital assets employed 
by farmers." 


E. Method C 


Method C assumes that we may appropriately use market re- 
turns to estimate labor returns in a manner similar to that used for 
land in Method A. The extension of the return for rented land to all 
land may be accepted with only moderate qualification, but the 
extension of a return to hired labor to all farm labor involves 
greater difficulties. 

The first problem involved in such an estimate is the choice of 
the appropriate farm wage rate. The Department of Agriculture 
currently publishes four separate farm wage rates and a composite 
rate. Of the four rates the one theoretically comparable with the 
estimates of net labor return is the monthly wage without board. 
Since the net farm income figures include the value of home con- 


6 It is frequently overlooked that there has been almost no net investment in 
agriculture in the last 35 years. The investments made in tractors, trucks, and motor 
vehicles have been more than offset by the decline in investment in horses and mules. 
If 40 percent of the investment in automobiles is attributed to the farm, invest- 
ment in motor vehicles increased from an average of $46,000,000 in 1910-14 to 
$1,202,000,000 in 1940, an increase of $1,156,000,000. The investment in horses 
and mules declined from an average of $2,811,000,000 to $1,256,000,000, a decrease 
of $1,546,000,000. The dollar investment in other machinery was almost identical— 
$1,430,000,000 and $1,431,000,000 in the two periods. 
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sumption and house rent, any wage rate which included per- 
quisites would presumably be too low. Likewise a monthly rate is 
perhaps more suitable than a daily rate. 

The first difficulty which the writer confronted was that the em- 
ployment data on hired workers by regions used in calculating a 
national average wage would be different from the relative regional 
employments of all workers. In other words, the wage rate was 
weighted by regional hired employment weights, and since a larger 
proportion of all workers are hired workers in the regions with the 
highest wage rates, the actual weighting of the wage rates results 
in a higher wage rate than if all farm workers were used in cal- 
culating the weights. Reweighting the wage rates by total employ- 
ment reduced the national rate by about 6 percent in recent years."’ 

The second difficulty was the lack of comparability between the 
estimates of labor income derived by using the monthly wage rate 
without board and that derived by using the total wage bill as used 
in the income and expense estimates of the Bureau of Agricultural 
Economics. When the total wage bill is divided hy the average 
number of hired workers an estimate of hypothetical annual income 
per worker comparable to that obtained by multiplying a monthly 
rate by 12 should result. Actually there are marked absolute differ- 
ences, and relative movements in time are not at all comparable." 
The decision was made to use estimates of hired labor income cal- 
culated from the wage bill.!® 

17 In calculations presented later, such reweighting was not undertaken. 

18 The discrepancies cannot be considered as insignificant. The following tabula - 


tion indicates the differences for three very stable periods. Monthly rates have been 
multiplied by 12. 


Calculated Monthly Monthly Composite Cash 


from wage wage monthly wages 
wage without with ’ rate paid 
bill board board 
(In dollars) 
1910-14 271 350 265 297 190 
1925-29 433 608 479 530 323 
1935-39 361 410 312 349 281 
Index—1910—14 = 100 

1925-29 159 181 174 178 170 
1935-39 133 118 117 118 148 


19 The reasons for the differences in the two series are discussed rather fully by 
E. W. Grove, Income Parity for Agriculture, Part II—Expenses of Agricultvre Pro- 
duction, Section 1, The Cost of Hired Farm Labor (Washington: U.S.D.A. 1939), 
pp. 13-15. The writer personally believes that the wage bill estimates are too low 
and the wage rate estimates by crop correspondents too high, with the true wage 
returns lying somewhat nearer the wage bill estimates. 


| 


ALLOCATION OF AGRICULTURAL INCOME 737 


The third difficulty was the comparability of the estimates of 
the number of unpaid family workers and the number of hired 
workers employed in agriculture. Prior to 1935 estimates of the 
number of people employed in agriculture have been based largely 
on the Census of Occupations. Since it is more obvious what con- 
stitutes a hired farm worker than an unpaid family worker, the 
estimated number of hired workers may be more accurate than that 
of unpaid family workers. In addition, many workers doing the 
equivalent of as little as one or two days work in the week were 
included as unpaid family workers. This may result in the inclusion 
of many more “part-time” unpaid workers, such as school children, 
housewives, and farm operators with non-farm jobs than in the 
case of hired workers. Further, there was a significant discrepancy 
between the estimates of the number of unpaid family workers in 
the Agriculture and Occupation Censuses in 1940. The Census of 
Agriculture reported 7,941,000 family workers and the Population 
Census only 6,307,000, some 26 percent less. Much of the difference 
in estimates was due to the exclusion of a large number of female 
workers in the Population Census because of a failure to explicitly 
instruct enumerators with reference to work at chores. A later 
cooperative study by the Bureau of Census and Bureau of Agri- 
cultural Economics tends to substantiate the estimates derived 
from the Census of Agriculture, if two days or more of work per 
week is considered sufficient to classify as a full-time worker.”° 

It is perhaps safe to assume that except for periods similar to 
1932-1934, the number of hired workers represent essentially full- 
time workers. However, one can be much less confident in making 
the same assumption about unpaid family workers. Even if family 
workers actually worked time equivalent to that of hired workers, 
the large numbers of young people, women and workers over 65 
in the family worker category must reduce the labor effectiveness 
of the group.” 

Though one may suspect the comparability of the two employ- 
ment series, the present writer is not in any position to attempt the 
systematic analysis which is required. As a result, the BAE em- 


_ ° Louis J. Ducoff and Gertrude Bancroft, “Experiment in the Measurement of 
Unpaid Family Labor in Agriculture,” Jl. of the Am. Stat. Assoc., XL (June, 1945), 
pp. 205-213. 

*t The age distribution of hired workers differs considerably from the family 
worker distribution, with a much smaller proportion of hired workers at either 
extreme of the distribution. 
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ployment estimates have been accepted for family workers as well 
as for hired workers. Table V shows the labor returns determined 
by assuming family workers receive the same income as hired 
workers, using the total wage bill as the basis for the estimate. 


The table also compares these results with those obtained from 
Method A. 


V. Comparisons oF EstTiMATED LABoR RETURNS DERIVED FROM 
Assumptions oF Metuops A anp C, 1910-1946 


Total labor return Income per worker? 

Year Method A? | Method C*| Difference | Method A | Method C 
(Millions of dollars) (Dollars) 
1910 3,159 3,194 — 45 259 263 
1911 2,586 3,191 —605 215 265 
1912 3,022 3,298 —276 246 274 
1913 3,052 3,357 —325 251 279 
1914 3,137 3,312 —175 261 276 
1915 2,882 3,331 —449 241 278 
1916 3,185 3,665 —480 265 305 
1917 5,631 4,527 1,104 478 384 
1918 6,782 5,334 1,448 599 470 
1919 6,854 6,042 812 617 544 
1920 6,713 7,010 —297 591 617 
1921 2,679 4,565 —1,886 235 400 
1922 3,671 4,406 —735 $22 385 
1923 4,265 4,793 — 528 377 421 
1924 3,930 4,840 —910 $45 426 
1925 5,368 4,957 411 470 433 
1926 5,271 5,052 219 457 438 
1927 4,708 4,881 —173 418 434 
1928 5,117 4,846 271 450 429 
1929 5,191 4,854 337 460 430 
1930 3,948 4,447 —499 353 398 
1931 2,896 $,515 —619 260 $15 
1932 1,960 2,590 —630 177 234 
1933 2 ,384 2,315 69 216 210 
1934 2,619 2,778 —159 241 256 
1935 3,976 3,395 581 356 305 
1936 4,084 3,800 284 370 344 
1937 4,882 4,302 580 448 395 
1938 3,998 4,121 —123 371 382 
1939 4,081 4,063 18 380 378 
1940 4,083 4,213 —130 386 390 
1941 5,893 5,056 847 577 473 
1942 8,547 6 ,654 1,893 822 616 
1943 10,770 8,570 2,200 1,049 803 
1944 9,896 9,846 50 986 940 
1945 9,981 10 ,681 700 1,014 1,085 
1946 12,734 11,824 910 1,272 1,181 
1 See Table I. 
2 See Appendix Table IV. 


’ Determined by dividing columns 2 and $ by estimated number of farm workers. 


I 
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The years in which the differences are positive are years when 
farm operators and their families received less return per person 
than hired workers. This condition prevailed in 21 out of the 37 
years. Only since 1935 have operator families rather consistently, 


VI. Estimate” Totau INcoME PER Farm, DistrisuTION oF INCOME AMONG 
CAPITAL AND LAND AND LABOR PER FARM, AND LABOR RETURN TO FAMILY AND 
Hirep WorkKERS PER WorRKER, FOR COMMERCIAL Farms, 1939-1946 


Labor Labor 
Total Capital 
Year income per Labor | 
income family hired 
worker* worker® 
(in dollars) 
1939 1,850 655 1,195 615 395 
1940 1,865 675 1,190 602 400 
1941 2,625 910 1,715 930 515 
1942 3,780 1,300 2,480 1,370 690 
1943 4,685 1,555 3,130 1,725 875 
1944 4,540 1,660 2,880 1,540 1,005 
1945 4,600 1,695 2,905 1,645 1,095 
1946 5,490 1,790 3,700 2 065 1,195 


1 For the period 3,130,000 commercial farms were assumed to receive 91 per- 
cent of total agricultural income. Estimates for 1939 calculated from L. J. Ducoff 
and M. J. Hagood, “Differentials in Productivity and in Farm Income of Agricul- 
tural Workers by Size of Enterprise and by Regions,” U.S.D.A., August, 1944, 
Mimeo, p. 21 and unpublished data supplied by Mr. Ducoff. 

2 Capital and land income assumed to be the same proportion of farm income as 
derived from Method A for all farms for each year. This may result in a slight over- 
estimate of capital and land income since these farms used about 85 per cent of 
total capital in 1939 while receiving 91 per cent of the income. 

3 Obtained by subtracting land and capital income from total income. 

4 Total number of family workers was assumed to be 4,665,000 for 1939. This 
was approximately 57 per cent of all family workers in 1939. In subsequent years 
the rate of change in family workers on commercial farms was assumed to be one- 
third of the change in all family workers. Estimate for 1939 was taken from L. G, 
Ducoff, Wages of Agricultural Labor in the United States, USDA, Tech. Bull. No. 
895, July, 1945, p. 10. 

5 Total number of hired workers was assumed to be 2,235,000 in 1939. This was 
approximately 86 per cent of all hired workers in that year. In subsequent years 
the number of hired workers was assumed to change at one-half the rate of the 
number of all hired workers. It was assumed that commercial farmers paid 90 per 
cent of the total wage bill in 1939 and 1940, 91 per cent in 1941 and 1942, 93 per cent 
in 1943, and 94 percent in 1944, and 95 percent in 1945 and 1946. 


had a labor return more favorable than hired workers. However, 
even during this period the difference was of a very small magni- 
tude, except for the war years.” 


22 See below, Section II, for an interpretation of these results. 
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II. Income of Commercial Farmers 


Our previous calculations have shown that operators and unpaid 
family workers have received a labor return no larger than that of 
hired workers.”* This particular result forces attention on the effect 
of including 3,000,000 very small and unproductive farms in our 
estimates of agricultural income. The comparative labor returns of 
hired workers and family workers do not indicate that those opera- 


Taste VII. IncomME Per Farm AND Lasor INCOME PER WORKER, 
Aut Farms AND CoMMERCIAL Farms, 1939-1946 


(in dollars) 
- Total income per farm Labor income per worker 
ear 
All'4 Commercial? Commercial? 
1939 1,020 1,850 380 545 
1940 1,050 1,865 386 545 
1941 1,485 2,625 577 795 
1942 2,160 3,780 822 1,150 
1943 2,725 4,685 1,049 1,455 
1944 2,660 4,540 986 1,375 
1945 2,700 4,600 1,014 1,425 
1946 $ 225 5,490 1,272 1,795 


1 1939-1943 calculated from BAE, ‘‘Net Farm Income and Parity Summary: 
1943,” pp. 8 and 12. 1944-1946 from The Farm Income Situation, June-July, 1947, 
pp. 22 and 24. 

2 From Table V1, Method A. 

3 Calculated from Table VI. 

4 These columns do not represent the income of the non-commercial farms but 
all farms including commercial farms. Income of non-commercial farmers are much 
less. In 1946, for example, the labor income on non-commercial farms was of the 
magnitude of $300 to $350. 


tors hiring labor receive a labor income no larger than paid to hired 
workers. The low earnings of family workers compared with hired 
workers is obtained because of the inclusion of a large number of 
subsistence, part-time, and resident farms in the total.” 


%3 This statement assumes that actual hired workers had the same length of em- 
ployment each year as operators and unpaid family laborers. Hired workers were 
undoubtedly at work a much smaller proportion of the time. Consequently the 
statement as it stands is true of actual workers only if each group of workers had 
the same amount of employment. 

24 Tn 1939 farms that had a total value of products sold, traded or used in the 
home of less than $599 accounted for 42.5 percent of the total number of family 
workers and only 13.9 percent of the hired workers. Farms with a total value of 
$4,000 to $9, v0 had 4.7 percent of the family workers and 18.0 percent of the 
hired workers, while farms with a total value of production excess of $10,000 em- 
ployed 17.6 percent of all hired labor and involved only 0.9 percent of the family 
labor. (See L. J. Ducoff, Wages of Agricultural Labor in the United States, U.S.D.A., 
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An attempt has been made to carry through the particular as- 
sumptions of Method A for the commercial sector of American 
agriculture. The results are presented without any pretensions of 
having achieved a high degree of accuracy, but in the belief that 
some little light is thrown on a significant issue usually ignored in 
agricultural income data. Commercial farms have been defined to 
include all farms selling, trading, or using more than $600 worth of 
products in 1939. There is no particular merit in the lower limit 
chosen except that it is commonly used and results in the inclusion 
of about half of all farms. 

On the commercial farms, operators and other family workers 
apparently received a labor return almost twice that of hired 
labor. (See Table VI.) The war period, of course, has resulted in a 
very marked improvement in the position of all farm workers. 

A comparison may be made between the incomes on commercial 
farms and all farms. Table VII shows the total income produced per 
farm and the labor income per worker. There is a greater difference 
in total income per farm than in labor income because the com- 
mercial farms, while comprising 50 to 55 percent of all farms, use 
approximately 65 percent of all labor. Labor returns tend to be ap- 
proximately a third higher on the commercial farms than on all 
farms. 

Much might be said for a revision of our agricultural income data 
to provide a separate series for commercial farms defined in some 
reasonable manner. In terms of public policy these farms present 
very different problems than those of the various categories of 
smaller farms. Current income data are of little help in determin- 
ing the income position of the farms that produce the great bulk 
of the agricultural output. Furthermore, the wholly inadequate 
income position of many other farm groups tends to be covered 
up during periods similar to the present by the significant income 
strides made by the commercial farmers. 


ITI. Allocation of Gross Agricultural Income 


The allocation of gross agricultural income made below is es- 
sentially mechanical, accepting as valid the estimated division of 


Technical Bulletin No. 895, July, p. 10.) It has been estimated that more than 20 
percent of all farms may be classed as part-time or residential farms. Another 20 
percent, not falling in either of the above two categories, has a total value of prod- 
uct of less than $600. (See T. W. Schultz, Agriculture in an Unstable Economy, 
New York: McGraw-Hill Book Co. 1945, p. 199). Because of the methods used in 
defining employment in agriculture, the essentially non-commercial sector of Ameri- 
can agriculture is given a disproportionate weight in the employment aggregates. 
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gross income into production costs and net income as calculated by 
the Bureau of Agricultural Economics. Production costs are here 
interpreted to cover three types of costs: (1) Products or services 
purchased from non-agricultural industries for use in current pro- 
duction, (2) property taxes, and (3) depreciation or maintenance. 
We have excluded livestock and feed purchased as a production 
cost on the assumption that such purchases represent transfers 
solely within American agriculture. Two modest errors are in- 
volved in making this assumption. First, some feed and feeder 
livestock are imported. Second, even on domestic feed and livestock 


Tas.e VIII. ALLocatTion or Gross AGRICULTURAL INCOME! 
(in percent) 


1910—| 1915—| 1920—| 1925- | 1930-—| 1935-—| 1940—| 1945-— 
14 19 24 29 34 39 44 46 


Products and services 


purchased? 12.2 | 11.6 | 16.1 | 15.6 | 19.6 | 16.3 | 18.6 | 12.9 
Taxes $8.2} 2.9] 5.2| 65.1 6.8 | 4.7] 2.9| 2.5 
Depreciation® 10.3 9.1 | 12.6 | 10.2 | 12.8 | 10.5 8.9 9.3 
Net income 74.3 | 76.3 | 66.1 | 69.1 | 60.8 | 68.5 | 74.6 | 75.3 
Land 24.4 | 27.7 | 21.9 | 21.4 | 17.6 | 18.9 | 22.2 | 22.4 
Capital 6.5 5.9 5.9 4.8 6.0 4.1 8.7 3.8 
Labor 43.5 | 42.7 | 39.5 | 42.8 | 37.3 | 43.6 | 48.7 | 49.1 


1 Gross agricultural income is cash income from marketings adjusted for changes 
in inventory, value of home consumed products, rental value of homes nad govern- 
ment payments minus the value of livestock and feed purchased. 

2 Includes all products and services purchased from non-farmers for use in cur- 
rent production. Excludes livestock and feed purchased. 

8 The depreciation item may or may not be equal to actual expenditures on 
buildings, machinery and motor vehicles. During the following periods net invest- 
ment occurred: 1910-14, 1915-19, 1925-29, 1935-39, and 1940-44, while in the 
other two periods actual disinvestment occurred. Depreciation does not include 
the cost of maintaining soil fertility. 


purchases a part of the purchase price represents payments to non- 
agricultural industries. Such payments would include transporta- 
tion, commissions, and services of feed processing industries. 

The estimated percentage distribution of gross agricultural in- 
come is given in Table VIII for five year periods from 1910 through 
1944 and for 1945-46. Net income reached an average low of 60.8 
percent of gross income during 1930-34 and an average high of 76.3 
percent in 1915-19.” The high was closely approached by experi- 


26 The year 1932 represented the minimum proportion of net income to gross in- 
come of 57.1 percent, while the year 1943 showed the highest proportion of gross in- 
come attributable to net income, namely 78.1 percent. In 1918 net income was 77.9 
percent of gross income, the second highest proportion, while 1921 showed the sec- 
ond lowest proportion, 58.8 percent. 


— 
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ence during 1940-44. During the inter-war period taxes accounted 
for a considerably larger proportion of gross income than before 
World War I. Products and services purchased also increased, but 
not to the same extent as taxes. Depreciation apparently did not 
have a trend during the period, being approximately the same in 
1910-14, 1925-29, and 1935-39, and showing similar relationships 
_ in each of the two war periods and in each of the two depression 
periods. 

The net income items, land, capital, and labor, show about the 
same relative relationships to gross income as they did to net in- 
come. Land has apparently received a smaller proportion of the 
gross product in recent years, while capital has shown a fairly 
marked decrease. If 1940-44 is excluded, labor has apparently 
about held its own. One might hazard the guess that if national 
income remains high and employment opportunities exist, the pro- 
portion of the gross income going to labor should exceed the pro- 
portion existing from 1935-39 (43.6 percent), but will probably not 
be as large as during 1940—44 (48.7 percent). 


IV. Summary 


How closely the estimates of functional distribution of income 
approximate the actual distribution depends upon the accuracy of 
the basic data and the validity of the assumptions made. As a first 
approximation the estimated distribution derived by estimating 
land returns from rents paid, capital returns from current valuation 
of inventories, and labor returns as a residual seems to be of reason- 
able accuracy. The major limitation lies in the treatment of capital. 
There is no reliable series of data on short term interest rates or 
amounts paid by farmers, and not all capital items are included, 
though the errors involved are unlikely to appreciably affect the 
estimated returns to land or labor. 

However, given the limitations of the present estimates, it is 
possible to argue that attempts to obtain a functional distribution 
of income in agriculture is one of the necessary forward steps in the 
use of income data in policy formulation and economic analysis. 
Present types of agricultural income data are quite unsatisfactory 
for determining the nature or extent of resource and welfare prob- 
lems in agriculture. 

This is not to argue that the estimates made above, or improved 
modifications of them, are adequate. Much more needs to be done. 
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An ambitious program of income estimates might well include the 
following in addition to the series now available: 


I. Annual estimates of income for the following classification 
of farms 
A. Family type farms 
1. High production 
2. Moderate production 
8. Low production 
4. Part-time 
5. Resident 
B. Non-family types 
II. Annual estimates of functional distribution of income for 
each of the above categories of farms 
III. Annual estimates of non-agricultural income, by sources 
(labor and capital), for each category of farms 
IV. Annual! estimates of personal (family) distribution of income 
from all agricultural and non-agricultural sources 
V. Estimates of the differences in money incomes required to 
obtain equivalent standards of living in different agricul- 
tural regions and in different sizes of cities by regions. 


The above is an ambitious program, yet such a program seems 
necessary if income data are to be utilized in economic analysis and 
policy formulation in any except the very crudest fashion. Income 
data should be useful in answering two broad questions: (1) Are 
agricultural resources being utilized with maximum efficiency? (2) 
Are farm families receiving incomes sufficient to provide a socially 
accepted minimum scale of living? Neither of the two questions can 
be answered from income data alone, but adequate income data 
are required for answering both. 

An important part of the problem raised by the first question is 
the general equivalence of returns to resources in agriculture and in 
other sectors of the economy. Whether such general equivalence 
exists can be determined only by having information on the mone- 
tary returns, including their distribution, and a fairly accurate in- 
dication of the evaluation of the money incomes in real terms. 

Such an analysis does not, of course, provide conclusive evidence 
on whether or not maximum efficiency in resource use has been 
achieved. Further analysis is required to determine if the income 
paid or attributed to a resource is equal to the value of the marginal 
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product of the resources. In other words, we need to know not only 
if the income received by comparable resources are equivalent in 
different employments, but whether or not the incomes are equal 
to the value of the marginal products in the respective employ- 
ments. If the resource incomes or prices are not equal to the value 
of the respective marginal products, resource efficiency can be im- 
proved by rearranging resources to bring about such equality.” 


26 While the article was in press data became available permitting estimates for 
1947. Such estimates were inserted in the appendix tables, but no changes were made 
in the text or text tables. Some of the estimates are given here. Total net income 
from agricultural and government payments was $21,143,000,000. According to 
Method A (Table I) the percentage allocation of income was 29.4 percent to land, 
5.0 percent to capital, and 65.6 percent to labor. Income allocation according to 
Method B (Table IT) indicates 12.8 percent to land, 5.0 percent to capital, and 82.2 
percent to labor. The rate of return on rented land (Table IIT) was 10.6 percent. 
Total labor returns as a residual as calculated by Method A was $13,865,000,000, 
while labor returns derived from wages paid hired labor was $12,656,000,000. This 
gives a positive difference of $1,209,000,000 or a difference of $119 per worker 
(Table V). Income estimates for commercial farmers are as follows: (Table VI) in- 
come per farm, $6,150; capital and land income per farm, $2,115; labor income per 
farm, $4,035; labor income per family worker, $2,210, and labor income per hired 
worker, $1,305. Labor income per worker on all farms was $1,362 (calculated ac- 
cording to Method A) and $1,930 on the commercial farms. 
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APPENDIX 


Taste I. Net REntT To LANDLorpDs, EstiMATED PRoPpoRTION oF ToTAL LAND 
RENTED, AND EstimaTep TotaL Net RENT ON ALL Farm Lanp, 1910-1945 


Net rental to all Proportion of Estimated total 
Year landlords! all land net rent 
(millions of dollars) rented? (millions of dollars) 
1910 612 36.9 1,659 
1911 640 37.3 1,716 
1912 667 37.8 1,765 
1913 669 38.2 1,767 
1914 696 38.7 1,822 
1915 789 39.1 2,018 
1916 1,012 39.6 2,556 
1917 1,488 40.1 3,711 
1918 1,570 40.5 3,877 
1919 1,684 40.9 4,117 
1920 1,046 40.9 2,557 
1921 776 40.9 1,897 
1922 906 40.9 2,215 
1923 1,025 40.9 2, 506 
1924 1,161 40.9 2,839 
1925 1,079 41.0 2632 
1926 999 41.0 2,437 
1927 1,131 41.0 2,758 
1928 1,092 41.0 2,663 
1929 1,062 41.0. 2,590 
1930 810 40.7 1,990 
1931 492 40.3 1,221 
1932 343 40.0 858 
1933 479 39.7 1,207 
1934 622 39.4 1,529 
1935 727 39.2 1,854 
1936 788 39.5 1,995 
1937 760 39.5 1,924 
1938 672 39.6 1,696 
1939 734 39.6 1,854 
1940 754 39.6 1,904 
1941 1,045 38.8 2,693 
1942 1,485 38.3 3,877 
1943 1,728 37.8 4,571 
1944 1,864 38.1 4,892 
1945 1,858 37.3 4,981 
1946 1,952 $7.1 5,261 
1947 2,300 37.0 6,216 


1 Agricultural Statistics, 1943, p. 412, Agricultural Statistics, 1946, p. 572 and 
The Farm Income Situation, June-July, 1947, p. 22, 1946 estimated by writer. 
Includes government payments accruing to landlords. 

? Based on Census data for 1910-1934. See Sixteenth Census of the United States, 
1940, Agriculture, Vol. III, General Report, p. 154 and 159; 1935-1946 supplied by 
Mr. M. M. Regan of the Bureau of Agricultural Economics. 
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II. VALUE or Farm LAnp AND AVERAGE Farm MortaaGEe 
INTEREST RATE, AND EsTiIMATED INTEREST Cost 


Value of farm land | Farm mortgage Estimated 
Year and buildings interest rate interest cost 
(millions of dollars)! (per cent)? (millions of dollars) 
1910 34,801 6.0 2,088 
1911 36 ,050 6.0 2,163 
1912 37,306 6.1 2 276 
1913 38 ,463 6.1 2,346 
1914 39 , 586 6.1 2,415 
1915 39 ,597 6.1 2,415 
1916 42,271 6.2 2,621 
1917 45,495 6.1 2,775 
1918 49 , 987 6.1 3,049 
1919 54,539 6.1 3,327 
1920 66 ,316 6.1 4,045 
1921 61,476 6.2 3,812 
1922 54,017 6.3 3,403 
1923 52,710 6.4 3,373 
1924 50 ,468 6.3 3,179 
1925 49 ,648 6.3 3,116 
1926 49 ,052 6.2 3,041 
1927 47 ,634 6.1 2,906 
1928 47,495 6.1 2,897 
1929 47 ,880 6.0 2,873 
1930 47,880 6.0 2,873 
1931 . 43 ,993 6.0 2,640 
1932 37 ,236 6.0 2,234 
1933 30 , 724 6.0 1,843 
1934 31,933 5.8 1,852 
1935 32,859 5.5 1,807 
1936 33 ,910 5.1 1,729 
1937 34,757 4.9 1,703 
1938 34,747 4.7 1,633 
1939 33 ,931 4.6 1,561 
1940 33 ,642 4.6 1,548 
1941 33 ,497 4.5 1,507 
1942 35,331 4.5 1,590 
1943 37 ,855 4.5 1,703 
1944 42 ,532 4.5 1,914 
1945 46 ,389 4.8 2,227 
1946 52,114 4.8 2,501 
1947 58,604 4.6 2,696 


1 As of January first for each year, BAE, “Net Farm Income and Parity Report: 
1943,” (Washington: United States Department of Agriculture, July, 1944), p. 29 
(mimeo.) and BAE, Farm Income Situation, June, 1945, p. 28. 

2 1910-1928—Agricultural Statistics, 1941, p. 596; 1929 to date—Agricultural 
Statistics, 1944, p. 456. 
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Taste III. Vature or Non-ReEAt Estate Farm Property, Estimatep INTEREST 
Rate, AND EstTiMATED INTEREST CHARGE ON Non-REAL EstaTE 
CAPITAL, 1910-1946 


Value of Non-real Estimated 
Year estate farm property! interest rate ( ) 
(millions of dollars) (per cent) 
1910 7,160 6.0 430 
1911 7,519 6.0 451 
1912 7,331 6.0 440 
1913 8,015 6.0 481 
1914 8,589 6.0 515 
1915 8,872 6.0 532 
1916 9,108 6.0 546 
1917 10 ,047 6.0 603 
1918 12 ,676 6.0 761 
1919 13 ,966 6.0 838 
1920 14,011 6.0 841 
1921 11,585 6.0 695 
1922 9 ,035 6.0 542 
1923 8,672 6.0 520 
1924 8,857 6.0 531 
1925 8,841 6.0 530 
1926 9 ,296 6.0 538 
1927 9 ,338 6.0 560 
1928 9,912 6.0 595 
1929 10 ,586 6.0 635 
1930 10 ,498 6.0 630 
1931 8 ,382 6.0 503 
1932 6 ,647 6.0 399 
1933 5,554 6.0 333 
1934 5,685 6.0 341 
1935 5,879 5.5 319 
1936 7,782 5.5 428 
1937 7,951 5.5 436 
1938 8 ,328 5.0 416 
1939 8,407 &.0 420 
1940 8,468 5.0 423 
1941 8 , 844 5.0 442 
1942 11,528 5.0 576 
1943 15,470 5.0 777 
1944 16 ,465 5.0 823 
1945 17,094 5.0 855 
1946 17,887 5.0 894 
1947 21,245 5.0 1,062 


1 BAE, “‘Net Farm Income and Parity Report: 1943,” p. 29 and The Farm 
Income Situation, June-July, 1947, p. 28. 
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IV. Numser or Hirep Workers, TotaL Expenses ror Hirep Lasor, 
AVERAGE EXPENSE PER WorKER, ToTAaL Farm EMPLOYMENT AND ESTIMATED 
Totau Lasor Return Accorpine To Metuop C, 1910-1946 


Number of | Expenses | Average per| Average : 

hired for hired worker per farm Estimated 

Year 1 total labor 

workers labor? year employment! il. of dol.) 

(thousands) | (mil. of dol.) | (dollars) (thousands) (mil. of dol. 
1910 2,877 757 263 12,146 3,194 
1911 2,870 760 265 12,042 3,191 
1912 2,889 792 Q74 12,038 $3,298 
1913 2,905 807 279 12 ,033 3,357 
1914 2,919 805 276 12,000 3,312 
1915 2,934 815 278 11,981 3,331 
1916 2,966 904 305 12,016 3,665 
1917 2,933 1,127 384 11,789 4,527 
1918 2,841 1,335 470 11,348 5,334 
1919 2,784 1,515 544 11,106 6 ,042 
1920 2,883 1,780 617 11,362 7,010 
1921 2,901 1,159 400 11,412 4,565 
1922 2,915 1,122 385 11,443 4,406 
1923 2,894 1,219 421 11,385 4,792 
1924 2,874 1,224 426 11,362 4,840 
1925 2,871 1,243 433 11,448 4,957 
1926 3,027 1,326 438 11,534 5,052 
1927 2,950 1,280 434 11,246 4,881 
1928 2 956 1,268 429 11,296 4,846 
1929 2 ,984 1,285 430 11,289 4,854 
1930 2,850 1,134 398 11,173 4,447 
1931 2,690 847 315 11,159 $,515 
1932 2,498 884 234 11,069 2,590 
1933 2,433 512 210 11,023 2,315 
1934 2 346 601 256 10,852 2,778 
1935 2,489 740 305 11,181 3,395 
1936 2,561 880 344 11,047 3,800 
1937 2.631 1,039 395 10,892 4,302 
1938 2 ,620 1,000 382 10,789 4,121 
1939 2,595 982 378 10,740 4,063 
1940 2,566 1,020 398 10,585 4,213 
1941 2,532 1,238 488 10 ,361 5 ,056 
1942 2542 1,626 640 10,397 6,654 
1943 2,406 2,009 835 10 , 263 8,570 
1944 2,297 2,184 981 10,037 9,846 
1945 2,118 2,299 1,085 9,844 10,681 
1946 2,148 2,536 1,181 10,012 11,824 
1947 2,227 2,776 1,246 10,157 12,656 


1 BAE, “Farm Wages, Farm Employment and Related Data,” (Washington: 
USDA, 1948), p. 155, and BAE, Farm Labor, September 12, 1947, p. 6. 

2 BAE, “Net Farm Income and Parity Report: 1943,” p. 26 and Farm Income 
Situation, June-July, p. 26. 
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SOME PROBLEMS IN DEFLATING FARMERS’ DEBT 
PAYING PERFORMANCES 


HE problems dealt with here were encountered in a study of 

the repayment performance of 121 tenant-purchase borrowers 
in six Wisconsin counties.' Since much of the performance record 
(1938 through 1945) was in a period of very favorable farm income it 
was desired to deflate the performance to obtain a more normal pic- 
ture. 

The procedure used in calculating “normal” ability to pay on 
Farm Ownership loans was to deflate by dividing each year’s costs 
by a 1935-39 cost index and each year’s income by a 1935-39 price 
index and subtracting deflated costs from deflated incomes.? Costs 
included family living and farm operating costs, net debt payment 
(exclusive of Farm Ownership payments), and capital expendi- 
tures.’ Income was simply gross cash income. 

In actual repayment record only one of the 121 borrowers was 
even slightly behind his amortization schedule. Most were far 
ahead of schedule and several had fully retired their loans in from 
two to eight years. But with prices Wisconsin farmers received and 
paid deflated to the 1935-39 average, only 16.6 percent could have 
paid as much or more than fell due in the same period. 

If this were the last word the picture would be dark indeed for 
the prospect of paying for a farm out of earnings on it. But there 
were indications that this deflation of farmers’ incomes and ex- 
penses was misleading as an indicator of farmers’ potential repay- 
ment rates under normal (1935-39) price conditions. The most 
telling evidence that the deflating process had distorted the picture 


1 W. K. Burkett, Acquiring Farm Ownership by 100 Percent Loans, Ph.D. thesis, 
University of Wisconsin Library, Madison, 1948. 

2 The source of the indexes was the Wisconsin Crop and Livestock Reporter, 
Federal-State Crop Reporting Service, June 1947, page 5. The series averaged to 
apply to expenses was “Retail prices paid by Wisconsin farmers for commodities 
used in production and family maintenance.” 

* The decision to deflate net debt payment was made on the basis that most of 
the debts were incurred as operating or capital expense after the 1935-39 period 
and many of them during the year previous to their repayment. This treatment of 
debt payment, of course, tends to exaggerate somewhat the borrower’s ability to 
pay. However, it seems likely that any error in this direction is more than offset by 
probable inventory increases which are not included in income. 
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came from the trend of deflated funds available for Farm Owner- 
ship payment for borrowers having records back to 1940. In 1940 
the price and cost indexes were 95 and 98 percent, respectively, of 
the 1935-39 average. Thus, as far as prices and costs were con- 
cerned, the borrowers’ ability to pay in 1940 should have been very 
close to (just a little below) normal. Table 1 shows the average 
annual deflated funds available for Farm Ownership payment for 
eight cases in Grant County and four cases in Langlade County 
which had records from 1940 to 1945. The striking thing is that, 
whereas there was a positive sum in nearly normal 1940, as prices 
went up the general trend of deflated funds available for repayment 
declined sharply into negative figures. 


TABLE 1. TREND oF DEFLATED Funps AVAILABLE FOR FARM 
OwneERSHIP PAYMENTS, 1940-1945 


Year 1940 1941 1942 1943 1944 1945 
Dollars Dollars Dollars Dollars Dollars Dollars 


Average of 8 cases in 


Grant County 755 53 — 266 —898 —287 —777 
Average of 4 cases in 
Langlade County 86 —294 — 47 —620 — 536 —638 


The data showed that as prices rose, the borrowers had higher 
gross incomes, higher farm operating costs, higher family living 
costs, spent more on capital items and non-Farm Ownership debt 
repayment, and still greatly increased their Farm Ownership pay- 
ments. The process of deflating income and outlay to find repay- 
ment ability under normal conditions assumes that the physical 
relationships did not change significantly as prices went up; it as- 
sumes that the observed dollar increases were value changes, not 
quantity changes. Table 1 suggests that, if the price and cost 
indexes are accurate, there were in fact important quantity changes. 

If the price indexes used really reflect the changes in farmers’ 
prices and costs relative to 1935-39, then the deflated income and 
cost changes from year to year represent proportionate changes in 
the quantity of things sold and things paid for. It follows that the 
factors accounting for the apparent decline in deflated ability to 
pay from 1940 to 1945 can be sorted out and their relative impor- 
tance indicated. 
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1. Operating Disequilibrium with 1935-39 Prices and 
1940-45 Production 


In 1940 price and cost indexes were nearly the same as the aver- 
age for the preceding five years which is the base. This being the 
case, it would be expected that farmers had attained approximate 
equilibrium by 1940—that they had adjusted input and output to 
prices as well as they were able and that net cash operating income 
(gross cash income minus cash farm operating costs) was maxi- 
mized. Now, since deflating puts subsequent years on the same 
price basis as 1940, any failure of subsequent years’ deflated net 
cash operating income to reach that of 1940 means input and out- 
put are not in optimum adjustment.‘ Table 2 shows the amounts 
by which deflated net cash operating income actually did fall below 
1940 in subsequent years. For the eight cases from Grant County 
and the four from Langlade the apparent operating loss due to dis- 
equilibrium is considerable and, in general, increases with the 
higher price years. Why does Grant County show a gain in 1941 


TABLE 2. APPARENT Losses ACCOUNTED FOR BY OPERATING DISEQUILIBRIUM 
(Changes in net cash operating income, measured from 1940, when 1935-39 
indexes are applied to 1940-45 incomes and expenditures)* 


Year 1940 1941 1942 1943 1944 1945 
(1940 
operating 
income 
in dollars) (Changes from 1940 operating income in dollars) 


Grant County 
Average of 8 cases 


to 1945 2,573 +383 — 91 — 824 — 580 —551 
Average of 6 cases 
to 1943 2,339 +277 +201 + 8 
Langlade County 
Average of 4 cases 
to 1945 1,621 —178 —575 —746 — 630 — 827 


® “‘”” sign means that year’s net cash operating income exceeded 1940’s, while 
““—”? means that year’s was below 1940's by the figure associated with the sign. 


over 1940 before the decline sets in? A probable explanation is that, 
as farmers on farms relatively new to them, the borrowers were 
operating on a higher real cost curve and at a lower output in 1940 
than in 1941. 


4 The 1940 figure is “‘reflated”’ or adjusted because its indexes were slightly below 
normal, 95 for prices and 98 for costs. It is considered that these figures are close 
enough to 100 so that input and output have not been disturbed—that there is ap- 
proximate equilibrium at 1935-39 prices and 1940 quantities. 
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What was the nature of the disequilibrium causing these appar- 
ent losses relative to 1940? Table 3 shows that the 1935-39 dollar 
value or physical quantity of both input and output increased 
when prices went up. Due to the more rapid increase in prices than 
in costs it was profitable to gain increased output even at the cost 
of a greater percentage increase of real input.’ When prices were 


8. TRENDs IN OuTPUT AND INPUT 
A. Trends in Output (deflated gross cash income) 


Year 1940 1941 1942 1943 1944 1945 


Grant County 
Average of 8 cases to 1945 
Value in 1935-89 dollars 3,796 4,699 4,476 4,306 4,307 4,432 
Volume in percentages 100% 124% 118% 118% 118% 117% 
Average of 6 cases to 1943 
Value in 1935-39 dollars 3,810 4,513 4,735 5,085 
Volume in percentages 100% 118% 124% 132% 


Langlade County 
Average of 4 cases to 1945 
Value in 1935-39 dollars 2,778 2,862 2,689 3,081 3,649 $3,951 


Volume in percentages 100% 103% 97% 111% 131% 142% 
B. Trends in Input (deflated farm operating costs) 
Grant County 
Average of 8 cases to 1945 
Value in 1935-39 dollars 1,273 1,730 1,988 @,557 2,325 2,497 
Volume in percentages 100% 136% 156% 201% 188% 196% 
Average of 6 cases to 1943 
Value in 1935-39 dollars 1,471 1,937 2,195 2,693 
Volume in percentages 100% 132% 149% 183% 
Langlade County 
Average of 4 cases to 1945 
Value in 1935-89 dollars 1,363 1,449 1,667 2,206 2,656 3,159 
Volume in percentages 100% 106% 122% 162% 195% 232% 


deflated to 1935-39 levels it, in effect, left the borrowers hanging up 
at an uneconomical level of production; their production was out of 
equilibrium for 1935-39 prices.® 


2. Increased Level of Family Living 
Subtracting 1940 adjusted living costs from the deflated living 


5 As an example, it is known that Wisconsin farmers greatly increased their use 
of fertilizers during the war. 

6 There is one feature of the data which casts some doubt on the disequilibrium 
explanation of the apparent operating losses (and incidentally on the increased 
real living and investment explanations below). The eight Grant County cases with 
1940 to 1945 records did not show a steady increase in production (deflated gross 
cash income) as did the other two groups. If deflated operating expense represents 
input, why did this group continue to increase input but not output? Some possible 
explanations are: (1) The family working force declined. (2) The farmers became 
less careful about holding down costs and keeping up production as incomes im- 
proved. (These eight farmers’ average potential repayment rate was 227 as com- 
pared with 425 for the six whose record covered 1940-43.) 

A possible alternative to the disequilibrium explanation is that the price and 
cost indexes do not conform to the actual price and cost changes. It is hypothetically 
possible that the farmers’ inputs and outputs remained practically constant and 
that the apparent increases were due to indexes being too small. However, this alter- 
native does not seem to account for the peculiar production performance of the 
eight farmers any better than the disequilibrium theory. 
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costs of subsequent years gives the increase in family living in 
terms of 1935-39 dollars. Real living costs increased very con- 
siderably on the average for the eight Grant County borrowers— 
nearly 50 percent over 1940 in some years. The six Grant County 
borrowers who retired their loans soon after 1943 increased their 
real living costs only moderately. The Langlade group actually had 
an average decrease the first two years and later a very modest 
increase. 


3. Increased Investment and Debt Payment 


When the 1940 adjusted capital and debt outlay is subtracted 
from the deflated capital and debt outlay of subsequent years, the 
result is the real increase in investment and debt payment for the 
subsequent years. This increase averaged 60 percent a year over 
1940 for the eight borrowers in Grant County who had records from 
1940 to 1945. The four cases in Langlade County, on the other 
hand, spent less by an annual average of 15 percent from 1942 to 
1945 than they did in 1940. 


4. Summary of Apparent Losses and Adjustments Toward 
Normal Ability io Pay 


The apparent losses can now be summarized to show how they 
account for the difference between adjusted funds available for 
Farm Ownership payment in 1940 and the deflated funds available 
for payment in later years.’ Table 4 shows for the eight Grant 
County cases having records to 1945 how the three apparent losses 
described make up the difference between the 1940 adjusted income 
available for Farm Ownership payments and the largely negative 
figures for the subsequent years. These data also enable some ad- 
justments of the 1940 figure to make it a more probable “normal.” 
In Table 4 there is a negative 383 for 1941 disequilibrium operating 
loss. That means the 1941 net operating income was $383 above the 
1940 figure. Since the 1941 figure is a product of 1935-39 prices and 
costs times 1941 output and input, 1941 operations can be taken as 
more nearly equilibrium in this case than 1940’s. Then $383 may 
be added to $755, giving $1,138 as the normal funds available for 
Farm Ownership payment if capital and debt expenditures remain 


7 As explained earlier the 1940 figure was adjusted or inflated because its indexes, 
95 for prices and 98 for costs, were below the base. Equilibrium is assumed to be ap- 
proximated at 1935-39 prices and 1940 production. 
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TaB_e 4. Summary Account or APPARENT LossES AND CORRECTIONS 
Towarp NorMAL REPAYMENT ABILITY 


Grant County, 8 cases 1940-45 


Year 1940 1941 1942 1943 1944 1945 
Deflated funds available for F.0.* $755 53 —266 —898 —287 -—T77 
Plus disequilibrium operating loss oe —383 91 824 580 551 
Plus increase in standard of eins — 191 407 426 305 393 
Plus increase in capital and debt outlay —_ 894 523 403 157 588 
Funds available for F.O. at 1935-89 $755 755 755 755 755 755 
rices and 1940 production 
Add 1941 increase in net income $383 


Funds for F.O. if capital and debt ex- 
penditures remained at 1940 level $1138 
Subtract average increase in capital 


and debt expenditures 513 
“Normal” amount available for F.O. 8625 
Average F.O. amortization 440 
Normal margin over F.O. $185 


® F.O.=Farm Ownership payment. 


the same as in 1940. But capital and debt expenditures show an 
average annual increase of $513 which, subtracted from $1,138, 
leaves $625 as the most probable normal amount available for 
Farm Ownership payment. The average amortization to be paid is 
$440, leaving a normal annual surplus of $185 after Farm Owner- 
ship payments. The same procedure leaves an average normal 
surplus of $306 for the six Grant County borrowers who completed 
repayment in 1943. The four Langlade borrowers are not so for- 
tunate. They lack $98 of having enough for their average amortiza- 
tion of $299. 

The borrowers whose records ran back to 1940 are only 18 of the 
121 included in the entire study. The above procedure cannot be 
applied directly to the 103 borrowers whose records began after 
1940. However, the assumption that the deflation process had 
brought the same errors for other borrowers in similar counties and 
the application of year by year corrections permitted at least a 
rough estimate of the number of borrowers who could have met 
their repayment schedules had 1935-39 prices continued.* With 
the simple deflation process only 16.6 percent of the borrowers had 
appeared able to meget their amortization schedules. After the cor- 
rections approximately 94 percent appeared able to meet them. 


W. K. Burkert 
University of New Hampshire 


8 For details see Burkett, op cit.. pp. 193-205. 
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A METHOD OF PREDICTING NUMBERS OF HENS 
AND PULLETS ON INDIANA FARMS JANUARY 1 


HAT factors do Indiana farmers consider when deciding 

upon the number of hens and pullets they will keep? When 
do they make their plans? Can a formula be constructed for pre- 
dicting annual changes in numbers of hens and pullets? These are 
the questions which the study here reported upon attempted to 
answer. 

Data on the number of chicks hatched in Indiana are of little 
value as a measure of the number of hens and pullets for the follow- 
ing year. Some of the larger hatcheries ship many of their chicks 
outside the State. Broiler operations in the State and variation in 
the rate of culling also disturb the relationship between chicks 
hatched and numbers of hens and pullets on farms. Consequently, 
more refined methods of estimation are needed. 


Factors Affecting Changes in Numbers of Hens and Pullets on 
Indiana Farms January 1 


The relative price of feed in the United States and the prices of 
eggs and poultry meat in Indiana were the chief factors affecting 
numbers of hens and pullets on Indiana farms in January.! When 
the relative price of feed? increased 10 percent from one year to the 
next, the number of hens and pullets on Indiana farms decreased 
about 2 percent. When the price of eggs rose 10 percent the number 
of hens and pullets increased 1 percent. When the price of poultry 
meat rose 10 percent, the number of hens and pullets increased 


about one-half of 1 percent.? These relationships are shown in 
Table 1. 


1 Data were obtained from published figures usually available at offices of State 
Agricultural Statisticians or from the USDA. The 20-year period 1927-46 was used 
for calculations. Multiple linear correlation was used. 

2 The price of poultry ration in the United States relative to an index of prices 
received by Indiana farmers for all farm products, 1935-89=100. The United 
States poultry ration was used in preference to the Indiana ration because the 
Indiana ration was not available throughout the period. The two are quite similar. 

’ Efforts were made to use relative prices of poultry and eggs rather than actual 
prices, but results were not so significant as when actual prices were used. To re- 
check results an effort was made to explain changes in numbers of hens and pullets 
for the entire United States. Here also the actual prices of poultry and eggs explained 
changes in numbers better than did the relative prices while the relative price of feed 
did better than the actual price. Whatever the reasons, it appears that numbers of 
hens and pullets both in Indiana and in the United States respond to relative prices 
of feed and actual prices of poultry and eggs. 
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Tas_eE 1. Errect or 10 Percent INCREASE IN VARIOUS Factors ON NUMBERS OF 
HEns AND PULLETS ON INDIANA Farms January 1, 1927 To 1946 


Net change! in number 


10 percent increase in of hens and pullets? 


Percent 
Price of feed? —2.2 
Price of eggs +0.9 
Price of poultry meat +0.4 


1 Effect of the factor measured after the effects of the other two factors have 
been eliminated. 


2 Change in price (Dec.-Jan.-Feb. 1926) to (Dec.-Jan.-Feb. 1927) related to 
change in numbers January 1927 to January 1928. 

8 Price of poultry ration in the United States relative to prices received by 
Indiana farmers for all farm products. 

These three factors together explained about 80 percent of the 
variation in numbers of hens and pullets on hand January 1. Thus 
the method here described accounted for four-fifths of the variation 
in numbers of hens and pullets on Indiana farms. The method made 
possible a rather accurate prediction of the number of hens and 
pullets on Indiana farms about 10 months in advance. 

Of the three factors, the price of feed was most important (table 
2). 
TaBLe 2. Revative Importance or Various Factors AFFECTING CHANGES IN 


NuMBER OF HENs AND PULLETS ON INDIANA Farms 
JANUARY 1, 1927 To JANvuARY 1, 1946 


Net variation in number of hens 
Factors and pullets on Indiana farms 
January 1 explained by each factor! 


Percent 
Price of feed? 
Price of eggs 25 
Price of poultry meat 5 


1 After eliminating the effect of the other two factors. . 
2 Price of poultry ration in United States relative to prices received by Indiana 
farmers for all farm products. 


Efforts were made to determine whether the number of hens and 
pullets responded to factors other than prices of feed, eggs, and 
poultry. The following series were tested and found not significant 
in their gross relationships to numbers of hens and pullets: 

1. Various measures of prices and income frequently referred to 

as measures of “demand.” ' 
(a). Index of factory payrolls. 


> 


758 Notes 


(b). General price level. 

(c). Level of prices of all farm products. 

(d). Incomes of industrial workers. 

. Per capita consumption of 10 livestock products. 
. Per capita production of 10 livestock products. 

- Number of chicks hatched. 

Number of chicks raised. 

Amount of rainfall during brooding season. 
Temperature during brooding season. 

. Rate of lay. 

- Cost of chicks. 

The poultry-feed ratio, the egg-feed ratio, and a combination of 
eggs and poultry into a unit called the poultry-and-egg-feed ratio 
were found to have only a low degree of association with numbers 
of hens and pullets on farms. Ratios for several months and com- 
binations of months were worked, but none was found to be im- 
portant. The ratios were constructed in such a way that they did 
not adequately reflect internal adjustments within the component 
parts of the ratios. The statistical significance of individual items 
was appreciably greater than their joint determination when in- 
terpreted as ratios. 

Numbers of hens and pullets in Indiana respond to changes in 
prices of feed and of poultry products, and to very little else. 


Time of Year When Farmers Make Decisions 


In Indiana most chicks for replacement-flock purposes are 
hatched between February 15 and April 15. Eggs must be set 3 
weeks earlier. Orders for chicks are generally made a week or two 
before eggs are set. Consequently, most farmers must have their 
chick orders pretty well in mind by late February or early March. 

The three winter months, December, January, and February, 
were the critical months when relative prices of feed, prices of eggs, 
and prices of poultry meat were more closely related to numbers of 
hens and pullets on farms as of January 1 the following year. This 
means that farmers presumably look at prices during this period 
and decide upon how many birds they want to have a year later. 

Prices of feed and poultry products during various months were 
related to the number of hens and pullets on hand January 1 a year 
later. The percentages of variation in numbers of hens and pullets 
on Indiana farms January 1 which was associated with variation 
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in relative price of feed and prices of eggs and poultry during 
different months were as follows: 


Month Percent 
December 66 
January 76 
February 68 
December—January 56 
December—January—February 80 
January—February 79 


Thus, these data indicate that, although all winter months were 
important, January was the key month. Many additional combina- 
tions of months were tested in attempting to find the critical time 
when decisions were made. Months earlier and later than January 
were less important than January itself. Apparently the farmer’s 
decision is based on price relationships during a relatively short 
period of time. When averages of 6 or 12 months were used, the 
degree of association was generally less. 


A Formula for Predicting Numbers of Hens and Pullets on 
Indiana Farms a Year Later 


A regression equation was obtained as follows: 
X,=Number of hens and pullets on Indiana farms January 1, 
1928 as a percentage of the number on farms January 1, 
1927. 
X2= Relative price of poultry ration in winter (Dec. Jan. Feb.) 
of 1927 as a percentage of the price in winter of 1926. 
X3= Price of eggs in Indiana in winter of 1927 as a percentage 
of the price in winter of 1926. 
X4=Price of poultry meat in Indiana in winter of 1927 as a 
percentage of the price in winter of 1926. 
,+ 109.643 
The working of the method may be illustrated as follows: 


Relative price of . . Number of hens and 
in winter January 1 

Year 

(1985-89 of precea- | Price | of preced- | Price | of preced- A. ano Number 

dollars) | ing year ing year ing year ( calculated) 
1947 | $1.40 8.371 | $.256 
1948 1.67 119 45% 124 -251 98 15,570,000 
1949 98 15,259 ,000* 


* Calculated. 


* Years shown in the equation are for the purpose of illustrating the time lag; the 
equation is the same for the entire period. 
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TaBLe 3. Numpers or Hens AND PuLLETS ON INDIANA Farms JANUARY 1 IN 
PERCENTAGE OF PRECEDING YEAR AS INDICATED BY FORMULA AND AS ACTUALLY 
REPORTED BY THE UNITED STATES DEPARTMENT OF AGRICULTURE, 1928-48 


Numbers in percentage of preceding year 


Year 
Actuc! Indicated by formula 
Percent Percent 

1928 96 101 
1929 95 96 
1930 104 102 
1931 97 100 
1932 95 91 
1933 98 97 
1934 100 101 
1935 92 93 
1936 106 109 
1937 103 108 
1938 90 91 
1939 104 103 
1940 101 99 
194] 96 94 
1942 108 104 
1943 113 107 
1944 108 105 
1945 92 95 
1946 101 102 
1947 99 99 
1948 98 104 
1949 98 


Percent of r 


previous year 


Change predicted 


110 F by formula / \ Actual change 
10 months / ' reported by 
in / \ U.S.D.A. 


advance 


1930 1935 1940 1945 


Fic. 1. ACTUAL CHANGES IN NUMBERS OF LAYERS ON INDIANA 
FARMS COMPARED WITH CHANGES PREDICTED 10 MONTHS 
IN ADVANCE BY FORMULA 


1950 


105 K \ 
A \ | 
100 \ \ \ a Fa 
\ A \ / 
iV if 
\ J 
90 
t 
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The relative price of feed in 1935-39 dollars in the winter of 1948 
was $1.67, or 119 percent of the preceding year. The price of eggs 
was $0.459, or 124 percent of the preceding year. The price of 
poultry meat was $0.251, or 98 percent of the preceding year. When 
substituted in the regression equation, these factors indicate that 
the numbers of hens and pullets on Indiana farms January 1, 1949 
should be about 98 percent of the preceding year or about 
15,259,000 birds. Preliminary estimates of the USDA for the 
United States, made after the hatching season in general confirm 
these statistical results.5 

Table 3 and figure 1 give an historical record of the degree of ac- 
curacy obtained by applying this method of prediction from 1928 
through 1948. 

In 17 of the 21 years, the method of estimation correctly pre- 
dicted the direction of the change. Greatest errors were for 1943 
and for 1948, when the estimate deviated from the actual number 
by 6 percent. 

Unfortunately the formula does not take into account the effect 
of changes that occur after February. However, despite these dis- 
turbances, four-fifths of the variation in numbers of hens and pul- 
lets was explained. Whatever happens after February appears to 
have only a minor effect on numbers of hens and pullets farmers will 


have on hand the following winter. 


A. JoHnson 

Bureau of Agricultural Economics 
Don PAaaRLBERG 

Purdue University 


ECONOMIC INFORMATION IN FARM JOURNALS 


HE national, regional, and state farm journals are an effec- 
tive educational force in serving farm people. The 150 and 
more such publications have a circulation of about 20 million, or 
approximately three journals per farm and village family. A size- 
able proportion of the subscribers live in cities. Probably a like 
number of farm families are not taking a single farm journal. A few 
studies indicate that the journals are influencial in affecting the 
opinions and actions of the farm subscribers. 
5 The United States laying flock on January 1, 1949 is expected to be about 95 


percent as large as in January 1948. The Poultry and Egg Situation, Bur. Agr. Econ., 
PES 126, April 1948, p. 3. 
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A study was made to determine the emphasis of the farm 
journals on the social sciences, on human relations, and on the 
rural church and religion. A measurement of the space devoted to 
these fields was started, but the end product was a quantitative 
analysis of the total contents of 60 farm journals. Five types of 
journals were included—11 livestock, 5 special crops, 11 farm 
organizations and cooperatives, 3 agricultural leaders, and 30 
standard farm journals. One issue was selected for each journal 
during the period January-July, 1946. 


UTILizATION OF SPACE IN Sixty Farm JouRNALS 


Thirty standard Sixty 

farm journals farm journals 
No. with} Percent with) Percent 
item of space item of space 
Advertising 30 53.65 58 49 .92 
Farm organization and cooperatives 21 1.22 48 4.76 
Production information 30 16.78 57 15.80 
Economic information 29 4.20 56 4.99 
Government and agriculture 30 3.68 56 4.96 
Relationships of people 20 1.26 37 1.46 
Problems of other groups 7 -26 13 .38 
Religion and philosophy 22 1.20 34 1.02 
School and education 10 36 21 82 
Children and youth 25 2.10 42 2.07 
Women’s interests 30 6.20 48 4.28 
Community 7 .55 9 -29 
Health and accidents 21 91 34 .93 
Recreation and hobbies 17 1.24 23 -76 
Letters—opinions and answers 21 1.52 29 .89 
History 2 17 6 .39 
Shows and sales 31 1.12 
Miscellaneous 4.37 5.16 
100 .00 100.00 


The study involved several problems and limitations. The topics 
treated vary with the seasons, yet only one issue per journal was 
analyzed. The sample may not be adequate for seasonal coverage. 
Many articles were difficult to classify under the topics. The sample, 
however, shows some interesting facts. 

About one-half of the space was devoted to advertising, or to 
earning a living for the staff and investors (see Table). Stories on 
farm organization and cooperatives amounted to 4.76 percent, 
largely due to the fact that the 11 special journals of this type de- 
voted 18.62 percent of space to this field. The standard farm 
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journals, with a few exceptions, presented a minimum of articles 
on cooperatives. 

The educational emphasis is on production information. Upon 
this the journals have built their reputation and also their sub- 
scriptions. They utilize the staffs of the production departments 
of the agricultural colleges very extensively. 

About 5 percent of the space was used for economic topics—general 
information, markets, marketing, prices, farm management, con- 
servation, and tenancy in that order. Farm credit was omitted 
even though there are at least two million farmers handicapped 
partly because of inadequate size of the farm business. Another 
5 percent covered national agricultural policies, with major emphasis 
on eliminating the price controls existing in early 1946. Interna- 
tional relations received 1.08 percent of the space. Other fields of 
human relations—home and family, community, race, religious 
groups, rural-urban, farmer-labor, and farmer-business relations— 
were almost forgotten, receiving only .38 percent of the total space. 
Other topics of interest to the social scientists—community ac- 
tivities, problems of labor and industry, and history—totaled 1.06 
percent. If articles on farm organizations and cooperatives are in- 
cluded, the social sciences received 17.25 percent of the total space 
in the farm journals. 

Articles on religion and the church were found in 22 journals. 
Several papers were vitally concerned about this area of life, but 
the average space allotted was only .53 percent of the total. 

Topics of primary interest to farm women—unutrition and food, 
clothing, home and farmstead improvement, women organization, 
home management, household equipment, and manners and 
etiquette—were included in 48 journals. 

The standard farm journals, especially, are attempting to pro- 
vide topics of interest to every member of the farm family. Recrea- 
tional and hobby items were emphasized by several journals. The 
farmer flying clubs received excellent publicity. 

The articles which emphasized how to earn a living, vocational, 
and production information were well timed and well written. The 
social science topics were not nearly so well treated. Several im- 
portant topics were either almost or entirely omitted—the com- 
munity, establishing youth in farming, farm credit, farm tenancy, 
international relations and the community, rural ideals and 
values, and local industries and community services. 
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The study raised a number of questions which the author hopes 
others will explore. What are the characteristics of a good farm 
journal? What topics should be included during the period of a 
year? How does the educational job of the farm journals fit into the 
total responsibilities of all agencies, institutions and organizations 
in serving farm and rural people? How can a qualitative analysis 
of the farm journals be made, especially of the social science topics? 
Have the social scientists given adequate attention to the farm 
journals as outlets for their findings and ideas? 


O. ULREY 
Michigan State College 


PRODUCTIVITY OF AGRICULTURAL WORKERS BY 
SIZE OF ENTERPRISE AND BY REGIONS 


NE of the important problems in agricultural economics is 

the question of productivity of farm workers on farms which 
vary in value of gross output. Louis J. Ducoff and Margaret J. 
Hagood of the Bureau of Agricultural Economics have attempted to 
solve this problem by developing a unique method for measuring 
differentials in productivity.! Basing their work on special sample 
tabulations of the 1940 Census of Agriculture for farms classified 
by total value of agricultural production in 1939,? they calculated 
the production per “man-equivalent” unit of labor by regions and 
by value groups of farms. 

The “man-equivalent” unit is an approximation to the labor time 
input and work capacity of the average farm operator who is under 
65 years of age and does not work off the farm in excess of 100 days 
per year. Each operator who is 65 years old or over, or who works off 
the farm more than 100 days per year, is counted as half of a ““man- 
equivalent” unit. Unpaid family workers are also counted as half 
units, and hired workers are considered as full “man-equivalent” 
units. 

However, a major discrepancy is apparent in the work of Ducoff 


1 Ducoff and Hagood, Differentials in Productivity and in Farm Income of Agri- 

cultural Workers by Size of Enterprise and by Regions, United States Department of 
— Bureau of Agricultural Economics, Washington, D.C., 1944 (Proc- 
essed). 
? Bureau of the Census, Bureau of Agricultural Economics, and Farm Security 
Administration, Analysis of Specified Farm Characteristics For Farms Classified By 
Total Value of Products, United States Government Printing Office, Washington, 
1943. (Hereafter cited as ““Census.’’) 
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and Hagood: in estimating the number of hired workers in different 
value groups of farms, they rely on employment reported by the 
Census for the last weeks in March 1940 and September 1939. Their 
assumption is that the ratio of the annual average employment to 
the average for March 24-30 and September 24-30 is the same for 
every value group of farms in a major geographic division. Thus, for 
the United States as a whole, the March-September average num- 
ber of hired workers in the $1—99 value group of farms is 21,310, 
or .9 percent of all hired workers; and in the $10,000 and over group 
it is 428,168, or 17.9 percent of all hired workers.* If we turn to the 
Census report on total cash wages paid during 1939, we find that the 
$1-99 value group paid out .4 percent of the wages, and the 
$10,000 and over group paid out 31.1 percent of the wages.* Thus 
we must conclude that the 17.5 percent of the workers on the 
largest farms received 31.1 percent of the cash wages paid, and the 
.9 percent on the smallest farms received .4 percent of the wages. 

The difficulty lies in the fact that the Census schedule called for 
the number of family and hired workers working the equivalent of 
two or more days during each week in question.’ The smallest farms 
reported an average of 1.42 hired workers per farm which employed 
labor, and the largest farms reported an average of 9.83 workers 
per farm.® It is obvious that most of the 9.83 workers would have 
worked full weeks, with perhaps only one or two working part 
time; it is just as likely that on the smallest farms, the 1.42 hired 
workers will have worked less than full weeks. In the case of un- 
paid family workers other than farm operators, counting each as 
one half “man-equivalent” unit constituted a correction for the 
bias introduced when counting those family workers who worked 
as little as two days per week. But no such correction was used for 
hired workers. 

An extension of this error is obvious when it is reported that the 
wage cost per man-year of hired labor on the $1—99 value group of. 
farms is $176, and on the $10,000 and over value group it is $595.’ 

Ducoff and Hagood are aware of the limitations of their method. 
They state that 


3 Thid., p. 1038. 

4 Tbid., p. 160. 

Tbid., p. 217. 

6 Tbid., p. 108. 

7 Ducoff, Wages of Agricultural Labor in the United States, Tech. Bull. No. 895, 
United States Department of Agriculture, Bureau of Agricultural Economics, 
United States Government Printing Office, Washington, D.C., 1945, p. 67. 
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. . . when the estimates of annual average employment for the value classes 
were related to estimates of total value of production or to net returns to 
labor, capital, and management, tremendous differences in productivity 
per worker were revealed between the high and low value of production 
classes of farms. Such differences are exaggerated by differences in the 
actual time put into farm work by different classes of workers.® 


But this reduces the validity and usefulness of the concept of pro- 
duction per “man-equivalent” unit, which was (or should have 
been) designed to represent a full-time worker on the land. 

Our problem here is to find a better measure than that used 
by Ducoff and Hagood to determine the number of full-time hired 
workers in each value group of farms during 1939. We might as- 
sume that the number of full-time hired workers is proportional to 
the amount paid out in cash wages in each value group. Thus, since 
all farms in the $1-99 value group in the United States paid .4 per- 
cent of the cash wages, it might be assumed that they employed .4 
percent of the workers. As the $10,000 and over value group paid 
31.1 percent of the wages, they may have employed 31.1 percent 
of all hired workers. 

However, this procedure must be rejected since there is consider- 
able evidence that wage rates are higher on large farms than on 
small farms.® Larger farms can afford to employ better and more 
highly skilled workers. If we were to assume that cash wage 
payments measure the amount of hired labor used, we should err 
in the opposite direction; the method used by Ducoff and Hagood 
exaggerates the differences in production per full-time worker in 
different value groups of farms, whereas this method would con- 
ceal much of the differences which actually exist. 

It is proposed here to reach a compromise: the number of full- 
time hired workers in each value group will be estimated by giving 
equal weight to the amount paid out in cash wages, and to the 
average number of workers employed for two days or more during 
the weeks of March 24-30, 1940, and September 24-30, 1939. 

8 Ducoff and Hagood, op. cit., p. 36. 

® Ducoff, op. cit., pp. 39-40. 

Ducoff and Barbara B. Reagan, Wages and Wage Rates of Hired Farm Workers, 
Surveys of Wages and Wage Rates in Agriculture, Report No. 16, United States 


Department of Agriculture, Bureau of Agricultural Economics, Washington, D.C., 
1946, passim. 

Ducoff and Louis Persh, Wages and Wage Rates of Harvesters of Special Crops in 
Selected Areas of 13 States, 1945, A Statistical Summary, Surveys of Wages and Wage 
Rates in Agriculture, Report No. 17, USDA, BAE, Washington, D.C., passim. 

Ducoff, “Do Larger Farms Pay Higher Wages?”, The Agricultural Situation, 
October 1944, pp. 17-20. 
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Thus, the $400—599 value group of the Middle Atlantic Division 
paid out 2.7 percent of all cash wages paid by all farms in the 
Middle Atlantic Division.’° But during the two weeks in question, 
this value group employed 3.3 percent of all hired workers in the 
Division working two days or more per week." The average, or 3.0 
percent, is taken to represent the proportion of all workers in the 
Division who were employed in the $400-599 value group. Since 
there was an average of 216,000 workers employed in the Middle 
Atlantic Division during 1939," the number of full-time hired 
workers is calculated as 216,000 X3.0%, or 6,480 workers. 

This is the refinement we propose to introduce in the calculations 
of Ducoff and Hagood. Is there any evidence that we are making a 
reasonable and significant correction? Let us quote from Ducoff 
and Barbara B. Reagan: 


‘In each of the three surveys in 1945 the general pattern observed in each 
region was for the hourly cash wages of regular hired farm workers to be 
higher on larger farms than on smaller ones. ... For the country as a 
whole, the average hourly cash wages of regular workers in September on 
farms .. . hiring 4 or more man-years of labor during the year . . . was 42 
percent higher than on the smaller farms (hiring less than one man-year of 
labor during the year). 

Much of the difference between wage levels on large and small farms in 
the United States figures is owing to the fact that large farms are relatively 
more frequent in the West where wages are higher. This means that the 
relationship between sizes of farm enterprises and wage levels needs to be 
examined region by region. The size of the enterprise is more clearly evi- 
dent as a factor in wages of regular farm workers in the North Central 
States than in other regions. In this region the average of 41 cents per hour 
received by regular workers on farms that hired 4 or more man-years of 
work in the year was 32 percent higher than the wages of workers on farms 
that hired less than one man-year of hired farm work.!* 


If we follow the Ducoff-Hagood procedure, we find that the four 
lowest value groups in the United States ($1-599) employed 13.8 
percent of the workers, and they received 6.2 percent of the cash 
wages paid. The four highest value groups ($2,500 and over) em- 
ployed 48.8 percent of the workers who received 67.6 percent of the 
cash wages. This makes it appear that the larger group pays a wage 


10 Census, p. 160. 

1 Tbid., p. 103. 

12 Farm Wage Rates, Farm Employment, and Related Data, United States De- 
partment of Agriculture, Bureau of Agricultural Economics, Washington, D.C., 
1943, p. 159. 

13 Ducoff and Reagan, op. cit., pp. 12-13. 
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rate which averages 298 percent above that of the lower group. 

With the revised method proposed here, 10.1 percent of the 
workers appear in the lower group, and they receive 6.2 percent of 
the wages. The upper group employs 58.2 per cent of the workers 
and pays out 67.6 percent of the wages. This involves the assump- 
tion that wage rates on the bigger farms are 89 percent higher than 
those on smaller farms.“ 

Similarly, calculations for the East North Central Division re- 
veal that the upper value group shows a wage rate 130 percent 
higher than that of the lower group if computed by the Ducoff- 
Hagood method; with the revised method, the difference is 56 
percent. For the West North Central States the figures are 95 
percent and 42 percent.® 

A tabulation of results will outline more sharply the extent of 
the differences between the two methods: 


Ducoff-Reagan Ducoff-Hagood _ Revised 
(Statistical Summary) (Calculated) (Calculated) 


During 1945, farms hiring 4 During 1939, the $2,500 and 
or more man-years of labor over value group paid higher 


paid more per hour than did wages per full-time worker 
farms hiring less than 1 than did the $1—599 group, 
man-year, as follows: as follows: 
United States 42% 208% 89% 
E.N. Central \ 32% 130% 56% 
W.N. Central ° 95% 42% 


It should be reiterated that the calculations which we attribute 
to the Ducoff-Hagood method are based on the assumption that 
“man-equivalent” units of hired workers are full-time units of 
hired workers. Since they have hinted at a denial of such an in- 
terpretation they may escape the criticism developed here, but 
then it is difficult to see what meaning their concept of “man- 
equivalent” has. 

It may be argued that the above tabulation still shows consider- 
able discrepancy between the statistical findings of wage differ- 
entials, and the revised calculations. By giving unequal weights to 
cash wages paid and the number of workers employed during the 
last weeks of March 1940 and September 1939, we could manipu- 
late the calculations until we obtained figures which appeared to 
be beautifully exact and in conformity with the statistical findings 


14 Census, pp. 103, 160. 
16 Thid., pp. 103, 105, 160, 162. 
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of wage differentials. But there is little purpose in such sleight of 
hand. The statistical figures for 1945 are not strictly comparable 
with the estimates for 1939. The $1—599 and the $2,500 and over 
value groups which were chosen for comparing wage differentials in 
1939 were selected rather arbitrarily, and will not coincide with the 
1945 comparisons based on farms using four or more man-years of 
labor, and those using one man-year or less. Alsc cash hourly 
wages are only one of several types of payments; the 1945 figures do 
not consider weekly or monthly wage rates, and the value of 
perquisites furnished hired workers is not considered in either 
case. Finally, only regular workers are included in the 1945 sta- 
tistics, while the 1939 figures include seasonal and occasional help. 
Therefore, the wage differentials calculated for 1939 and observed 
for 1945 cannot be identical except by sheer chance. 

The point to be empasized here is, that while the revised cal- 
culations on gross product per full-time worker are only rough 
approximations, they introduce a necessary and important cor- 
rection in the work of Ducoff and Hagood. Table I below shows the 
extent of the differences. 


TaB_e I. Totat VALUE or Propucts PER Farm WorkKER, FAMILY AND 
Hrirep, sy Vatur Groups or Farms, BAE anp ReEvisEp Ficurgs, 1939 


United States United States 
Value Group Value Group 
BAE Revised BAE Revised 
$1 - 99 82 83 $1500-1999 1087 1080 
100-— 249 200 204 2000-2499 1298 1279 
250-— 399 $15 321 2500-3999 1599 1534 
400-— 599 424 434 4000-5999 1926 1749 
600- 749 525 541 6000-9999 2312 1949 
750-— 999 641 658 10 ,000 & over 2850 2062 
1000-1499 837 849 | 


To calculate net product per full-time worker, the amounts spent 
on commercial fertilizer, liming materials, feed, implements and 
machinery, gasoline, kerosene, distillate, oil, and.building mate- 
rials'® were subtracted from the gross value of farm products pro- 
duced in each value group. The above list of expenses omits some 
important items which should be included, and it includes certain 
-ums which are capital investments rather than current production 
expenses. The expenses deducted here constitute 27 percent of 
gross farm income. All current production expenses in 1939 (given 


6 Census, pp. 166-174. 
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by the United States Department of Agriculture)!” constituted 42 
percent of gross farm income. We must here use the less complete 
Census figures, rather than those of the USDA, because the latter 
are not broken down by value groups. 

The table below shows net product per full-time worker. 
While it overstates the net product because not all production ex- 
penses are deducted, it is of interest in showing the differences be- 
tween value groups and between regions. These figures are not 
comparable with any worked out by Ducoff and Hagood. 


II. Nev Propuct per Farm Worker, Famity AND Hiren, 
By Groups or Farms AND BY GreoGraPHic Divisions, 1939 


New Mid. E.N. W.N. So. ES. WS. 
Value Group U.S. Eng. Atl Cen. Cen. Atl. Cen. Cen. Mtn. Pac. 


1- 99 -7 -8% -49 —% 24 40 22 —-41 
100- 249 115 57 17 87 98 126 147 132 71 19 
250— 399 224 147 123 225 197 220 246 242 193 171 
400— 599 320 194 216 324 305 308 348 344 251 263 
600-— 749 408 288 347 419 416 380 435 432 346 378 
750— 999 489 359 373 526 503 455 523 491 478 532 

1000-1499 621 549 490 687 681 552 615 585 648 659 
1500-1999 779 625 615 890 885 618 731 691 925 745 
2000-2499 852 686 753 1053 1050 689 773 792 =1051 910 
2500-3999 1104 840 883 1313 1331 747 785 832 1218 1131 
4000-5999 1246 977 968 1583 1727 672 646 931 1471 1217 


6000-9999 1416 1212 978 2074 2242 650 783 946 1811 1575 
10,000 & over 1600 1291 1248 2128 3269 683 627 1273 2300 1954 


In conclusion, it will be noted that the larger the farm (measured 
in terms of gross output), the more each full-time worker produces. 
These differences in productivity are considerable, although smaller 
than those worked out by Ducoff and Hagood. 


JacoB OsER 
Triple Cities College, Syracuse University 


AN EDUCATIONAL PROGRAM IN 
AGRICULTURAL LAW 


Introduction 


ARMERS and students of agriculture have a concept of law 
which lies somewhere between complete ignorance on the one 
hand and complete understanding on the other. If the famous 
maxim “Ignorance of the law excuses no one”’ were given a literal 
application, complete understanding would become a paramount 
life objective. But there is another saying popular with the legal 


17 Agricultural Statistics, 1946, Government Printing Office, Washington, D.C., 
1946, pp. 563-4. 
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profession: “‘A little learning is a dangerous thing.” From this it is 
argued that a layman briefly exposed to legal learning couples this 
exposure with his imagination, and when a legal problem besets 
him produces a solution which, say some members of the profes- 
sion, is invariably wrong. Obviously the correct approach to legal 
learning is represented by neither of these adages. It is impossible 
for anyone to learn and keep abreast of all the laws which affect 
him and his business, so that in a sense lawyers themselves have 
only a smattering of law, farmers only a smattering of the science 
of soil maintenance and improvement, and ministers only a smat- 
tering of the theology which will make large numbers of bad men 
good and larger numbers of good men better. If we accept the 
proposition that partial learning is all that is possible in any field, 
we might be willing to accept the conclusion that successful use of 
this partial learning depends at least as much on the judgment and 
acumen of particular individuals as it does on any measured 
amount of factual knowledge possessed by them. Belief in this 
conclusion is necessary if we intend to support an educational 
program in agricultural law—or in soil physics or farm manage- 
ment or beekeeping. 


Extent of the Program 


Generally the current subject matter in our agricultural colleges 
is considered from three viewpoints: that of the scientist and re- 
search worker, that of the teacher of college students, and that of 
the adult educator or extension worker. It is good for the subject 
matter to be approached in all these ways. Its growth is promoted, 
its vigor maintained, and its defunct parts eliminated at more 
frequent intervals. Perhaps this latter virtue is less discernible in 
college course outlines than in extension workers’ programs, but at 
any rate the elimination process is accelerated when the results of 
research are applied quickly and when the experience of farmers 
and students finds a ready avenue back to research workers. Law 
does not differ from other types of subject matter in these respects, 
and a thoroughgoing educational program should include teaching, 
extension, and research in proper balance. 


Administration of the Program 


When a new field of learning is being developed, it is important 
that it have an opportunity to explore relationships with estab- 
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lished fields, that it be placed in a healthy administrative climate, 
and that its personnel have among other attributes the particular 
educational background necessary not only to visualize the con- 
tributions which the new field can make but also to work minutely 
with the subject matter involved. Under present college organiza- 
tion a program in agricultural law fits most naturally into a de- 
partment of agricultural economics, rural social science, or rural 
sociology. But it will touch the work of all departments or divisions 
in the college, the experiment station, and the extension service. 
Conceivably the work in agricultural law could be given depart- 
mental status. However, this seems to be a relatively unimportant 
consideration as against the general attitude and interest of those 
under whom the program is organized, whether division head, de- 
partment head, or dean. 

It seems imperative that personnel who do the work have college 
training both in agriculture and in law. Graduation in agriculture 
and in law, a Master’s degree in agricultural economics, and a farm 
or rural background would all be ideal. The completion of such an 
educational program, including one year of graduate study, would 
take seven academic years in institutions such as the University of 
Illinois, which have a combined agriculture-law curriculum, or 
eight years in an institution requiring a degree in agriculture for 
admission to law school. 


A Teaching Program in Agricultural Law 


Good teachers are never modest about the scope of their subject 
matter. An intent rural sociologist, for example, can conceive of 
political science, economics, ethics, law, history, and geography as 
part and parcel of his field and might sooner or later seek to estab- 
lish courses in these and other subjects if such courses did not al- 
ready exist. Law is like sociology—it touches people and their oc- 
cupations at myriad points, and the selection of those points wh’ ch 
should be pulled together to comprise a college course is not easy, 
nor will it ever be done with finality. 

The teaching program developed thus far at the University of 
Illinois consists of one three-hour course entitled “Agricultural 
Law.” It is conducted on a mixed lecture-discussion basis, with in- 
terruptions which serve to clarify the thinking of students—or the 
instructor—welcomed at any time. Assignments are partially in 
texts, partially in special reserved materials, and partially in cur- 
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rent mimeographed or printed matter. The weekly subjects for a 
sixteen-week semester as presented in the current academic year 
were: 


Week 1. Introductory—course objectives, the setting, some basic con- 
cepts, studying law. 

Week 2. Law and legal systems—sources of law, an outline of our legal 
system and its operation. 

Week 3. Legal characteristics of owner-operatorship—methods of hold- 
ing land, titles, abstracts, recording, use as security. 

Week 4. Methods of acquiring property—purchase, will, gift, descent, 
instruments used, adverse possession. 

Week 5. Rights of an owner to use his property—surface and mineral 
rights, right to encumber, convey, destroy; nuisances, air 
rights, land support, trespass. 

Week 6. Easements, natural property rights, and soil conservation. 

Week 7. Farm drainage and irrigation. 

Week 8. Farm tenancy—legal and economic relationship of farm land- 
lord and tenant. 

Week 9. Farm leases. 

Week 10. Legal characteristics of professional farm management. 

Week 11. The legal status of farm labor. 

Week 12. Fences, brands, and trespassing livestock. 

Week 13. Chattel mortgages, conditional sales, and agricultural liens. 

Week 14. Legal aspects of marketing. 

Week 15. State regulatory laws—feed, seed, fertilizer, animal disease, 
and others. 

Week 16. The operation of county and local government—discussion 
of the system, its relationship to farmers and their organiza- 
tion, its shortcomings, and suggested solutions. 


Certain of these subjects lend themselves to more expansion than 
a week’s time will permit. As interest in agricultural law develops it 
is foreseeable that such subjects as drainage and irrigation, live- 
stock and fence law, landlord and tenant and marketing could 
themselves become the basis of special problems for students or the 
nucleus of advanced courses for those with specialized interests. At 
the moment it would seem that a single course in agricultural law 
should do four things: 
1. Give students a greater awareness of legal-social-economic relation- 
ships. 
2. Get across to the student a few principles basic to an understanding of 
law. 
8. Improve the student’s comprehension of legal implications and of the 
sources of help. 


4. Arouse cuiosity. (If it doesn’t do this, it will probably fail in the other 
three.) 
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Other courses at the University of Illinois in which one or more 
class hours have been devoted to legal principles are farm ap- 
praisals, home management, feeds and feeding, dairy plant manage- 
ment, and rural sociology. 


A Research Program in Agricultural Law 


During recent years more and more state legislatures and other 
deliberative bodies have provided themselves with legal research 
agencies having as their primary objective the making of studies 
and recommendations on proposed legislation, or on subjects which 
might be incorporated in legislation. A program of research in agri- 
cultural law can do for agriculture and for educational workers in 
agriculture what these special agencies do for state legislatures. 
Such a program can initiate surveys and studies designed to show 
what effect laws have had on the economic and social usefulness 
of such devices as the landlord’s lien, farm leases, chattel] mort- 
gages, conditional sales, township government, county road ad- 
ministration, systems for the administration of property, tax fore- 
closures and redemption, seed inspection requirements—in short, 
on anything circumscribed by law and having an important daily 
or periodic application to large numbers of farm people. From time 
to time these and other legal devices command the attention of 
farmers and their organizations, sporadic studies are made, precon- 
ceived ideas are bolstered, and some “red hot”’ recommendations 
are adopted in the organization platform and shouted in the 
legislative ear. The recommendations may or may not be good, and 
even if good they may or may not incorporate sufficient thorough- 
ness and vision for long and successful use. This is not an argument 
against such democratic human proclivities; they should and must 
continue. Rather it is to be argued that every state college of 
agriculture should have an agency which makes the procuring of 
basic information on the operation of laws germane to agriculture a 
continuous and orderly process. Such would be the function of a 
research program in agricultural law. The range of its activities 
would be limited only by funds and competent personnel—good 
research workers are no more modest than good teachers. 

Current projects at the University of Illinois are centered in 
three areas: 


1. The preparation of a farm drainage law manual. 
2. A study of the operation and usefulness of certain types of agricul- 
tural liens. 
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3. A study of local government efficiency, beginning with single func- 
tions at the township level. 


The results of such studies will be used as the basis for educa- 
tional meetings, in the preparation of informative published mate- 
rials, as basic data for further research, and in supporting any 
legislative changes that the findings may indicate. 


An Extension Program in Agricultural Law 


Farmers want and need certain facts at certain times. Only 
during periods of extreme leisure will some of the more inquisitive 
and persistent seek general learning for the sake of more general 
learning. In that respect farmers are like most other people. Some 
facts which farmers need to know are a necessary part of their 
daily decisions, others are called out intermittently, and still others 
may arise infrequently or not at all. Only a few principles of legal 
learning fall in the first category, many such principles fall in the 
second, and still more fall in the third. It would not be profitable 
for a farmer to spend hours learning the details of eminent domain 
procedure in his state against the time when the county might con- 
demn a strip of his land for a highway. But it would be profitable 
and necessary for a farmer to know the details of his state seed law 
if he expects to offer agricultural seed for sale to other farmers— 
and a knowledge of the fence laws of his state would seem desirable 
since he maintains his fences all the days of the year. 

But the truth remains that problems must arise to promote 
learning. Therefore, the legal information which is extended to 
farmers by radio, meetings, short courses, news releases, and other 
devices must appear vital to substantial numbers of them. At the 
University of Illinois the following extension activities have seemed 
well received and worth while: 

1. A weekly news release entitled Law on the Farm covering im- 
portant state statutory laws and common law principles applicable 
to the farm business. These articles serve also as a vehicle to ex- 
plain new legislation and new interpretations or changes. Periodi- 
cally an index is issued, and farmers and agricultural workers with a 
specific problem can request back numbers. 

2. A Farm Law Question Box radio program. 

3. Farmers’ evening school and veteran trainee meetings, usually 
on a county-wide basis, at which the most important subjects are 
discussed briefly, then covered more thoroughly and more interest- 
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ingly in a question and answer period. The subjects which receive 
major attention at such meetings are landlord-tenant relation- 
ships, farm leases, fences—particularly division and hedge fences— 
drainage, the farm employer’s liability, farm vehicles on highways, 
dogs, trespassing livestock, hunters and trespass laws, and various 
state regulatory laws (seed, feed, fertilizer, Bangs disease, com- 
munity sales, dead animal disposal). 

4. Special meetings n communities which desire to take advan- 
tage of certain types of enabling legislation and wish to have the 
law explained. Examples are laws providing for the establishment 
of fire protection districts and wild life districts. 

5. The handling of a substantial volume of correspondence 
raising legal questions and seeking information. 

6. Frequent articles of special interest in appropriate publica- 
tions. For example, ““The Legal Rights of Tree Owners” in a State 
Horticultural Society news letter and “Law on the Livestock 
Farm” in a breed magazine. 


Conclusion 


A program such as the one outlined, bearing a deep significance 
to social and economic concepts, would seem to be a “‘must”’ in any 
educational institution which puts a high priority on achieving 
balance and integration in its subject matter. But such a program 
cannot succeed without personnel with training in both law and 
agriculture, and without personnel with the ability to handle 
wisely legal facts and information. Such an agency should develop 
neither into a legal aid clinic, except perhaps in a restricted sense, 
nor into a halting and hesitant dispenser of bits of general infor- 
mation. 


H. W. Hannan 


University of Illinois 


| 
| 
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MEASURING THE ECONOMIC PRODUCTIVITY 
OF LAND* 


A THOROUGH knowledge of the productive characteristics 
of land is essential in planning the use of land. Farm lending 
agencies and prospective farm buyers and sellers need reliable in- 
formation on the relative values of tracts of land. Problems arising 
in the assessment of farm real estate have led to demand for an ob- 
jective basis for determining assessed values of land. The value of 
soil conservation practices and other practices depends to a large 
extent on the productivity with and without the practice. The pro- 
ductivity, both physical and economic, of tracts of land is useful 
information in other ways. 

The purpose of this paper is to describe and appraise the budget 
method in measuring the economic productivity of tracts of land. 
For purposes of measuring economic productivity, the tract of land 
under consideration should be an area in which the management 
and yields are reasonably uniform. A good soil map should provide 
the basis for delineating the area. A soil map may be satisfactory 
in general, but not necessarily in specific cases. The criteria for 
delineating soil areas are not always relate to productivity. 


Meaning of Economic Productivity 


Economic productivity of land is the net income attributable to 
the land. It is receipts less all expenses except a charge for the 
land. The present economic value of a tract of land is a sum of the 
discounted future net incomes. This value depends on the net in- 
comes and the discount rate. If only relative values instead of ab- 
solute values are desired, the rate of discount is immaterial; in fact 
no discount rate is needed as the net incomes can be compared 
directly. This assumes constant incomes in the future, or the same 
relative change in incomes from year to year for the tracts of land 
being compared. The more difficult problem is estimating the 
future net incomes. 

Net income to land varies with the intensity with which the land 
is used. Intensity refers to the quantity of other factors of produc- 
tion applied to a given area of land. It involves the use of the land 
(corn, alfalfa, pasture, etc. or some combination of uses) as well as 


* Contribution No. 147 from the Department of Agricultural Economics, Kan- 
sas State College. 
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the factors of production. As the intensity is increased, the total 
product will tend to increase but at a diminishing rate. Eventually 
the total yield may decrease. The additional product diminishes as 
the quantity of variable factor or factors increases. With given 
prices for the product and for the cost factors, a point is reached 
where the value of the marginal product is equal to the cost of the 
additional quantity of the factors. The net income will be a maxi- 
mum at this point. When their net incomes are maxima, tracts of 
land differ with respect to use, quantities of other factors of pro- 
duction (capacity) and the efficiency in their use of the factors. 
These varying physical quantities of inputs and outputs must be 
expressed in monetary values to compare the economic productive- 
ness of different tracts of land. 


Budget Method of Measuring Economic Productivity 


The economic productivity of a tract of land can be estimated 
by preparing a budget. Physical production and requirements are 
computed and by using prices to determine the receipts and ex- 
penses, the net return for the land is obtained. A major part of 
farm budgeting is to obtain appropriate data on prices and physi- 
cal inputs and outputs. 

If maximum net return for the land is desired, a vast amount of 
input-output data is needed to determine the marginal revenue and _ 
marginal cost for various uses of the land and combinations of 
factors of production with the land. Detailed data of this type are 
scarce. Most input-output data are averages which do not permit 
estimating marginal revenue and marginal cost. However, experi- 
ence and research provide some guides for determining approxi- 
mately the best use and combination of factors of production. A 
comparison of net returns as obtained by the typical farmer appears 
most practical and useful. 

The problem of estimating the net return for one kind of land 
is complicated by the fact that the land probably should have a 
combination of uses. Also, most farms consist of more than one 
kind of soil with respect to productivity, which means further com- 
plications in the uses of the land. Livestock may be included in the 
farm business, and complementary and supplementary relation- 
ships and joint costs may be involved and may mean that the farm 
should be treated as a whole. The difficulty exists of allocating the 
total net returns to each tract of land. There is no exact way of 
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doing this. It is necessary to deviate from the ideal and select a 
procedure which is practicable. 

Yields and unit requirements which represent averages for a typi- 
cal farmer generally must be used. If the net return is to be cap- 
ilalized to estimate the present value of the land, the averages 
should represent what can be expected in the future. This applies 
particularly to the prices chosen. Records of the past generally 
must be used as a basis for establishing the expectations. 

Little is known about the yielding capacity of different kinds of 
soils. Most estimates of yields according to kind of soil are relative 
yields determined largely by subjective means. That is, the rela- 
tive ratings are primarily the opinion of soil technicians rather than 
the direct results of analyses of yield data.! A few studies of yields 
have been made for objective measurements of yields.” 

In spite of the weaknesses in the budget method it has some ad- 
vantages, particularly in classifying soils where relative rather than 
absolute values are emphasized. By using approximately the same 
“standards” of requirements and prices, net incomes can be calcu- 
lated with essentially one variable—physical yield of the land. The 
writer has used the method for classifying soils in two areas in 
Central Kansas according to economic productivity. 

A farm of 320 acres with 160 acres in cropland was chosen as a 
typical farm for areas on the western border of the Bluestem Belt 
in Kansas. Budgets were prepared first for average crop and pas- 
ture land in the areas. County average yields of crops and pasture 
were used.’ Unit requirements of labor, feed, seed, fuel, and other 
factors were developed from data obtained in various cost studies. 

Three basic budgets were prepared for average yields: (1) 320 
acres with 160 acres of cropland called “combination” budget, (2) 
160 acres of cropland called “crop” budget, and (3) 160 acres of 
pasture called “pasture” budget. The combination budget more 
nearly represents the real farm situation, but it is difficult to allo- 
cate the net returns to the cropland and to the pasture land. The 

1 The recent soil survey reports provide a table giving a subjective rating of the 
soils. See S. R. Bacon, David Taylor, Alfred Boileau, and Gerald Yoder, Soil Survey, 


ye County, Pennsylvania, U.S.D.A. and Penn. Agr. Expt. Sta. Series 1940, No. 
2, Sept. 1946. 

2 For an example see William G. Murray, A. J. Englehorn and R. A. Griffin 
Yield Tests and Land Valuation, Iowa Agr. Expt. Sta. Research Bul. 252, March 
1939. 

’ County yields of crops are published annually by the Kansas State Board of 
Agriculture. Pasture yields are estimates made by representatives of the Kansas 
Agricultural Experiment Station for production adjustment studies. 
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crop budget and pasture budget are less real, but avoid this prob- 
lem. However, in preparing these two budgets it is necessary to 
select unit requirements which divide joint costs between crops and 
pasture. 

The land use and livestock in the three basic budgets are shown 
in Table 1. A summary of the receipts, expenses, net incomes, and 
capitalized values for the three budgets is shown in Table 2. The 
capitalized value for the combination budget is $49.60 per acre, 
crop budget $70.40, and pasture budget $29.00. An average of the 
capitalized values of the crop and pasture budgets is $49.70 or al- 


TaBLeE 1. Lanp Use anp Livestock IN THREE Basic BupGets 
FOR CENTRAL Kansas Farms 


: Combination Crop Pasture 
Land use and livestock budget budget budget 
Total land (acres) 320 160 160 
Cropland 160 160 
Corn 40 40 
Oats 40 40 
Wheat 40 40 
Alfalfa 40 40 
Pasture 160 160 
Livestock (numbers) 
Milk cows 4 
ens 100 
Deferred-fed calves 85 
Grazed yearlings 32 


most the same as the capitalized value of the combination budget. 
The capitalized value of $49.60 is about 20 per cent above the aver- 
age census value of farm land for 1910, 1920, 1930 and 1940, which 
was $41.43. Unpublished data from crop reporters in 1945 show 
values substantially above the values reported in the 1945 Census 
of Agriculture.’ 

The common share rent for small grains is one-third, and for 
other crops sometimes two-fifths. One-third of the total receipts in 
the crop budget is $622.70 which is slightly less than the net in- 
come of $651.91. This appears as further evidence that the com- 
putations in the three budgets are suitable as bases for determining 
the capitalized values for soils deviating from the average in physi- 
cal productivity. 


4 Data obtained from tabulations of the Agricultural Statistician in Kansas, 
Bureau of Agricultural Economics, U.S.D.A., Topeka, Kansas. 
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2. Receipts, Expenses, AND Net INcomME ATTRIBUTABLE TO THE LAND 
In THREE Basic BupGets ror CENTRAL Kansas Farms 


Combination Crop Pasture 
Receipts and expenses! budget budget budget 

Receipts: 

Wheat $ 490.45 $ 555.90 

Alfalfa 240.00 608 .00 

Corn 388.80 

Oats 315.40 

Butterfat 210.00 

Eggs 126.54 

Poultry 78.00 

Deferred-fed calves 3,172.75 

Grazed yearlings $1,819.20 

Total 4,317.74 1,868.10 1,819.20 

Expenses: 

Livestock purchased 1,061.20 1,317.12 

Crop expenses 123 ,01 133.02 

Livestock expense 195 ,82 142.48 

Fuel and oil 109 ,57 109.57 

Other machinery expense 640 ,00 480 .00 19.202 

Man labor 754 ,50 312.00 24.00 

Horse labor 15.52 6.40 

Taxes (except land) 50.00 17.60 .80 

Interest (except land) 312.50 110.00 839.28 

Building expense 135.00 54.00 

Total $,397.12 1,216.19 1,549.28 

Net income (including land tax) 920 .62 651.91 269 .92 
Taxes? 127.05 88 .96 37.25 
Net income to land 793 .57 562.95 232 .67 
Net income per acre 2.48 3.52 1.45 
Capitalized net income (5%) 49.60 70.40 29.00 


1 Average prices for 1919 to 1939 were used insofar as possible. 
2 Fence upkeep. 


3 13.8 percent of net income for the land tax. 


The prices used in estimating the receipts and expenses are 
highly important for estimating the economic productivity of land. 
Because the value of land is based on future incomes, expected 
prices for the future should be used. It is necessary usually to base 
the expected prices on historical data. Changes in the base prices 
may be needed to allow for expected changes in supply and de- 
mand conditions. The prices used in this study were based largely 
on 1919 to 1939 averages. The problem of selecting prices for esti- 
mating the economic productivity of land needs additional study. 

Most of the costs were considered as fixed for different grades of 
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land. As the physical productivity of the land deviated from the 
average, the expense for labor, fuel, oil, machinery, buildings, 
taxes, and interest was adjusted for changes in harvesting and 
storing the larger or smaller crop. It is questionable whether land 
with a large yield should be charged with higher costs than land 
with a low yield. Frequently the lower yielding land consists of a 
heavy soil and may be steeply sloping and gullied. The costs prob- 
ably are higher on this type of land than on the better land. There 
is little information available on this subject. 

For each one point change in the relative physical soil rating for 
crops, the value of the land changed $1.54 an acre for crop produc- 
tion and $0.07 for pasture. A soil which normally will produce 
yields of less than about 55 percent of the average cropland soil 
in Central Kansas has no economic value as cropland. When the 
normal yield for a soil is less than 75 percent of the yield for the 
average cropland soil in Central Kansas, the land will be worth 
more as pasture land. 

One application of the results of estimating the economic pro- 
ductivity of land for crop and pasture production is in determining 
adjustments in land use. In one of the sample areas a land type 
designated IIIB4° was being used largely for crop production. The 
study showed that it had no value normally for crop production, 
but would be worth $27 an acre as pasture. This land type existed 
in comparatively large areas. It was not a matter of small areas in 
fields of better soils which should not be retired from crop pro- 
duction. The opposite situation existed for two other land types 
which might be changed from pasture to crop production. Needs 
of the farm and other factors should be considered in recommending 
changes in land use in individual cases. 


Summary 


The economic productivity of a tract of land is the net income 
attributable to the land. An estimate of the net income may be 
made by the use of a farm budget in which physical inputs and out- 
puts are estimated, and by the use of prices the net return to the 
land is obtained. The present value of a tract of land is a sum of 
the discounted future net incomes. Using a five percent discount 
rate in a study in Central Kansas the average cropland had a 


5 Deep, dark soil with heavy clay or claypan subsoil, undulating to sloping with 
very severe erosion. 
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value of $70.40 an acre and the average pasture a value of $29.00. 
The value of the average land for a farm with one-half cropland 
was $49.60 an acre. This is about 20 percent above average census 
values from 1910 to 1940. For each one point change in the relative 
physical soil rating for crops the value of the land changed $1.54 
an acre for crop production and $0.07 for pasture. Land on which 
crop yields were normally less than 55 percent of the average crop- 
land in the area had no value as cropland. If the yield was less 
than 75 percent, the land was worth more as pasture than as crop- 


land. 
W. H. Pine 


Kansas State College 


BOOK REVIEWS 


Soil Conservation—An International Study, Food and Agriculture 
Organization of the United Nations, Washington, D. C., 1948. 


This well-illustrated publication is intended to arouse world 
awareness of the problem of soil erosion and to stimulate interest 
in accelerating public programs and private land use which will 
help conserve the soil. The publication is divided into 11 chapters 
under 3 general headings: (1) Land—The Physical Base, (2) 
Losses from Erosion, and (3) Conservation Methods. 

The report deals with general principles and illustrations of 
problems in specific areas. In no sense is it an inventory of the soil- 
erosion problem in the world. An inventory of the extent and de- 
gree of soil erosion would be difficult. Probably the best that could 
be done would be to classify the types of erosion problems and to 
indicate the areas in which they occur. 

The report intentionally is based largely on the United States 
and China because, as pointed out in the introduction, both coun- 
tries have many similarities in area, climate, relief, and soils but 
great contrast in history and pressure of population on the land. 
Chinese agriculture dates back 4,000 years or more while agricul- 
ture in the important producing ageas of the United States dates 
back only to the 19th centruy. It may be that contrasting these 
two countries is not valid when considering the different values 
placed on the human element. A photograph on page 84 illustrating 
a group of Chinese completing their alfalfa harvest shows 17 
workers with hand tools in a small field. Obviously, the economics 
of soil conservation under such circumstances differs from that in 
areas in which labor is limiting factor. 

References are made occasionally to various parts of the world 
other than China and the United States. The chapter on farm 
lands in the section “Losses from Erosion” contains some discus- 
sion of Latin America. Also in the section “C  2rvation Meth- 
ods,” references are made to the Mediterranean region and the 
Tropics. Discussion of the Tropics is centered largely around the 
types of rotation used—(1) polyculture, (2) the corridor system, 
and (3) kaingining. In “polyculture” two or more crops are grown 
together in the same field rather than separately in alternate grow- 
ing seasons. An example of the “corridor system”’ is alternate strips 
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of land cleared and used for a 6-year rotation of crops, then left 12 
years in forest fallow. The 18 corridors are then arranged so that 
one may be cleared each year for crop production and one left to 
revert to forest growth. “Kaingining” seems to mean a piece of 
land as well as a method of rotation. It is a long-time rotation on 
steep erodible land where the forest or brush is cleared and the land 
is cropped for 1 to 3 years. It is then left to revert to weeds and 
eventual forest cover or planted to special trees such as rubber. 

The report would have been improved if the discussion of meth- 
ods of cultivation and crop rotations had been in a separate section 
rather than intermixed under the heading “Conservation Methods.” 
Proper crop rotations contribute to soil conservation but many 
prevailing rotations and cropping practices are definitely exploita- 
tive in character. 

The last two chapters in the report deal with the soil conserva- 
tion district program and the Tennessee Valley Authority program 
of promoting farm adjustments. Also included are brief reviews of 
national programs in other selected countries. Suggestions are 
made as to the types of national programs which might be spon- 
sored—education, prices, and subsidies. 

The chapter on economic factors is limited to experience in cer- 
tain parts of the United States and principles developed from 
studies of these experiences. The core of the discussion is centered 
around the philosophy that farmers will conserve the soil if in- 
comes from farms are adequate to maintain capital as well as to 
support families at an accepted standard of living. The chief prob- 
lem of soil conservation then becomes one of preventing settlement 
on land that is too unproductive to support a permanent agricul- 
ture of the type prevalent in a region. In the discussion of size of 
farm, lack of knowledge, price depressions, taxation and public 
finance, overborrowing of money, markets and sources of supply, 
and public services for rural areas as these affect soil conservation, 
the emphasis is in terms of how they affect the income available 
for capital maintenance. From such an emphasis, one might con- 
clude that there should be no serious problems of soil conservation 
in productive areas. Group or social costs of soil erosion and group 
or social benefits from soil conservation are not discussed in the 
chapter on economics; they are relegated to a brief and general 
treatment in a later chapter. 

Permanent solution to soil conservation problems is difficult to 
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attain because of the difficulty of determining precise goals in both 
economic and physical terms. Because of this, the general philoso- 
phy prevails as stated on page 20 “. . . care must be taken not to 
force farmers by law or contract to do that which research may dis- 
close to be of doubtful or of negative value, nor in general to force 
them to do thai which will curtail their income.” If a nation or 
community could determine precisely its goal in soil conservation 
it would be justified in taking action which might limit per acre 
land income to certain of the owners and operators involved. In- 
dividuals could then work out their own solution within this gen- 
eral social framework by changing the size of their farms or seeking 
off-farm income. Those left on the land would work out a new bal- 
ance of land, labor, and capital. Certainly, problems of damage 
from floods, siltation, and gully formation caused by operating 
units in the upper reaches of watersheds cannot be solved on a per- 
manent basis if no action is to be taken which may limit the income 
of the operators who are responsible for damage to both private 
and public property below. Continued expenditure of Federal funds 
for engineering structures is an easy but only a temporary and 
partial way out. It works only so long as national legislative bodies 
continue to appropriate funds for the purpose. Similarly, expanded 
public ownership for resource conservation may be the easiest way 
out administratively but not necessarily the most efficient in terms 
of returns for funds expended. 

This general report will serve a good purpose in increasing in- 
terest in soil conservation in many countries. The FAO might do 
well to sponsor international studies of selected problems in the 
field of soil conservation. The change in systems of farming which 
must be made if effective soil conservation programs are to be 
achieved is a broad topic for study. The absence of reference to 
Europe in the report makes one curious as to what measures have 
been taken there to prevent soil erosion and to keep land productiv- 
ity on a high level. A comprehensive world study of what the vari- 
ous nations have done in obtaining group action on the social 
problem of soil erosion deserves serious consideration. There is 
room for study of all phases of soil conservation in selected areas 
in addition to detailed studies of selected topics covering all or 
many areas of the world. 


Atvin T. M. LEE 


Bureau of Agricultural Economics 
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Soil and Steel P. Alston Waring and Clinton S. Golden. New York 
and London: Harper & Brothers, 1947. Pp. viii, 240. $3.00. 


This book recognizes and aims to allay one of the important 
frictions in contemporary American society, that between farmers 
and organized labor. It is written by a small farmer (Waring) and 
an executive of the steelworkers union (Golden). The product of 
the joint effort is a readable, at times, eloquent, and provocative 
book. It tries earnestly, and with no little success, to describe the 
problems of farmers—especially small farmers—and those of urban 
workers; and to do so with such clarity and concreteness that each 
might get a more accurate and sympathetic understanding of the 
other. 

It is quite true as this work makes especially clear that farmers 
get their opinions of labor unions quite largely from press accounts 
which are often unfavorable rather than from personal contact. 
The stereotype of the labor leader which farmers commonly have 
is one suggested by such words as “thugs” and “racketeers” or 
“dammed foreigners’. Farmers in general have little or no concep- 
tion of the long struggle of the working men to achieve protection 
against the exploitive practices of powerful companies which em- 
ployed them. It is only a few short years ago, for example, that the 
12-hour day was abandoned in the steel industry, and then only 
after a bitter struggle. The authors recognize, however, that the 
interests of labor unions and farmers are sometimes in direct con- 
flict, as indicated by their story of the Dock Street Produce Market 
difficulties in Philadelphia, when the introduction of a five-day 
week robbed farmers of chance to sell their produce on Saturdays; 
and a regulation that produce could enter the market only in 
trucks driven by union members prevented them from sending 
some of their stuff to market by their neighbors. That no effort was 
made by the Grange and Farm Bureau to negotiate with the union 
on this problem is condemmed by the authors; as is also the at- 
tempts of these two farm organizations to place all the blame on 
the union when its representative was only one on a board of six 
which instituted the new policy in the market. The other five 
members represented the wholesale dealers. The Farm Bloc comes 
in for criticism as being the mouthpiece of the Grange and the 
Farm Bureau which in turn represent the “business-minded big 
agricultural elements in farming”, according to the authors. Only 
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the Farmers Union and its leader James Patton seem to be on the 
beam and doing and saying the right things. 

But if farmers do not understand and sympathize with labor 
unions, neither do laborers fully understand and sympathize with 
the farmers. High prices for food, the payment of large subsidies 
to farmers to sustain farm prices, and benefit payments to get them 
to practice soil conservation, seem to justify urbanites in accusing 
farmers of greediness. But the authors contend that workers 
should realize that farmers, especially the small farmers, are 
troubled with insecurity as well as are the job holders. Farm prices 
fluctuate widely, and income for the vast majority is low and un- 
certain. A bad tenancy system, heavy mortgage debt, and ineffici- 
ent marketing have resulted in wasted soil and widespread rural 
poverty. These conditions are apparent. 

Urban workers and farmers indeed have many interests in com- 
mon. Any farmer who gives the matter thought will agree that full 
employment at high wages for the worker means more in providing 
a market for his product than any other factory possibly can. 
Workers understand that profitable farming means a market for 
the items they produce. This realization has been regarded as a 
logical basis for a rapprochement of these two large elements in 
American society. Efforts to organize them, however, have not 
proved successful. The latest attempt, the Farmer-labor party of 
Minnesota, merged a few years ago with the Democratic party and 
is apparently on the way to take its place in history along with the 
Knights of Labor as one more unsuccessful attempt to implement 
in practice what seems such a logical idea. The point seems to be 
that American farmers are not only laborers, but enterprisers and 
capitalists as well. They tend to identify themselves with “busi- 
ness” rather than with labor. 

While the book deals with the problem of bringing two segments 
of society together—laborer and farmer—it must be remembered 
that there are other important groups in our society which must be 
considered. The implication is that the two groups with which its 
authors are concerned are the most important and should unite 
their forces against what they call Big Business, whether in agri- 
culture or industry. This implication of labor and small farmer 
against the world comes out in the discussion of what labor and 
farmers want from education (chapter 13). For example, it is 
claimed for labor that the “organization and control of education 
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should represent the whole community. This means more than 
show-window representation—say, one spokesman for labor on a 
board of nine. We mean that in a city in which four out of five 
children come from working-class homes, we are not going to be 
satisfied with less than a similar proportion of school-board mem- 
bers from that section of the community”. This implies that dis- 
interested public service is impossible; that an individual inevit- 
ably reflects his occupational interests only. There are many who 
would disagree with this point of view. It could be argued that 
there is no more reason to think a majority of wage earners on a 
board of education could do a better job of guiding the school 
s~stem than a board composed of predominantly professional or 
business people. Proportional representation by occupational 
groups is not the way we have been operating in this country, al- 
though the time may come when we will find sufficient reasons why 
we should change. Until that time comes may we not continue to 
believe that there are men and women who regardless of occupation 
can be trusted to represent that indefinable something we call the 
public welfare. Despite this too-sharp focus on two occupational 
groups, the book is timely and useful, dedicated to a high purpose 
of promoting human understanding. 


Lowry NELSON 
University of Minnesota 


Farming and Democracy, A. Witney Griswold. New York: 
Harcourt, Brace and Company, 1948. Pp. ix, 227. $3.00. 


“Farming and Democracy” to use the authors phraseology is 
concerned with the testing of an idea—‘‘that farming as a family 
enterprise is the backbone of democracy”. Mr. Griswold sets him- 
self to the task of showing that the maintenance of a large rural 
population through subsidy or other artificial measures is incon- 
sistent with democracy and a poor defense for democratic insti- 
tutions; that while there is no universal law that equates agrarian- 
ism and democracy, of family farming and democracy, a fully em- 
ployed and fully productive agriculture which is built around the 
family farm is consistent with and an intregal part of a democratic 
society; that democracy should and does spring from other walks 
of life. 

Mr. Griswold demonstrates in a rather convincing manner that 
democracy has enjoyed its greatest development and growth 
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during periods when the proportion of the population engaged in 
farming was declining. He does not give an exact definition of the 
term “‘democracy”, but he seems to use the term to describe any 
system of government which is controlled by the people, regardless 
of the functions that government may perform. The socialist gov- 
ernment of England, for example, would still be a democratic gov- 
ernment. 

The first Chapter outlines the problem. The second deals with 
the concept of agrarianism from an historical point of view. Quotes 
from the early Greek and Roman writers are included, but most 
of the discussion is centered on Jefferson and his agrarianism. 

In Chapter Three on “The British Experience”, Griswold points 
out that the British apparently did not share Jefferson’s fear of 
commerce and industry and its effects on government. Further- 
more, he says, “they did not identify democracy with the agrarian 
way of life. This is implicit in the fact that the rise of democracy 
in Great Britian coincided with the decline of the British farm 
population to the smallest proportions in the world”’. 

Chapter Four is entitled “The French Contrast”. Griswold 
states “... historical evidence te date seems to ind‘cate that 
democracy has flourished most in the few countries, with the no- 
table exception of Germany, that have attained a high degree of in- 
dustralization and urbanization”. He continues, “It is true, never- 
theless, that all the democratic countries except Great Britain have 
put a premium on family farming and the agrarian way of life, and 
none so great a premium as France.” 

Elsewhere he states, ““The British experience shows us that it is 
possible to reduce the farm population to an irreducible minimum, 
and small, owner-operated family-size farms virtually to extinction 
and still have democracy. The French contrast shows us that it is 
possible to maintain a maximum farm population and carry family 
farming to its extreme logical conclusion, and all but lose democ- 
racy in the bargain’”’. At still another point he suggests, “Farmers 
have been called the backbone of every form of government in the 
world, including fascism and communism.” 

Chapter Five deals with “American Policy” and Chapter Six 
with the author’s conclusions and prospects for the United States. 
Mr. Griswold describes much of the national legislation of the past 
several decades and its effects on American agriculture and par- 
ticularly the family farm. He describes many of the activities of 


Boox Reviews 791 


the national farm organizations and various federal and state 
agencies which deal with agriculture. In some places he is sharply 
critical and in others he is laudatory. 

Mr. Griswold believes that the family farm and democracy 
should go hand in hand, but he warns that “family farming cannot 
thrive on terms of hillbilliesand Okies anymore than it can amid 
factories in the field.”” He believes that there must be “re-employ- 
ment of large numbers of farmers and farm laborers in non- 
agricultural occupations, and reallocation of productive resources 
within agriculture in keeping with present and prospective demand 
rather than with the status quo and the political power to defend 
it.”” He is strongly opposed to subsidies and other measures which 
might prolong an outmoded type of agriculture and hinder or pre- 
vent agriculture from adjusting to its present position of under- 
employment and over-population. 

He chides those who extoll the virtues of rural living without 
due regard to levels of living with such statements as this, ““Man’s 
universal respect for the producers of food, his first necessity, and 
his love of nature, which has grown as his distance from it has in- 
creased, have added mystic and romantic elements to the agrarian 
theme”. 

“Farming and Democracy”’ is well-written and a carefully docu- 
mented piece of work. It contains an amazing collection of factual 
information concerning agriculture. The casual reader may find 
Chapters Two, Three and Four a bit tedious, and he may differ 
on occasion with some of the authors’ conclusions, but he will like 
the book in its entirety and will recognize it as an able and scholarly 
endeavor. It is an important contribution to the social sciences, 
and the reviewer commends it particularly to agricultural leaders, 
government administrators who concern themselves with agri- 
cultural affairs, and the entire fraternity of rural social scientists. 


Cuirrorp M. Harbin 
Michigan State College 


The Agrarian Revolt in Western Canada, Paul F. Sharp. Minneapolis 
University of Minnesota Press, 1948. Pp. ix, 204. $3.00. 


This book is a welcome addition to the group of studies dealing 
with the development, aspirations and activities of the farmers’ 
movement in Western Canada. It is a factual, well documented 
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statement of the conditions that led farmers’ organizations into the 
field of politics and of their experiences in active politics. 

According to the author “this book analyses the close relation- 
ship of the Western Canadian farmers’ movements to similar or- 
ganizations in the contiguous wheat belt of the American North- 
west as illustrative of the larger concept.” The author draws upon 
the early history of Western Canadian land settlement and relates 
the conditions encountered there to conditions that existed in the 
American Northwest to suggest the parallelism of conditions 
causing farmers in Western Canada to react in a similar fashion 
to farmers in the United States. These conditions, geographic and 
economic, include similarities in the natural factors influencing 
farming; the economic problems of tariffs; unsatisfactory grain 
marketing regulations and facilities; absorbent freight rates; and 
problems in farm credit. The abuses that Western Canadian 
farmers encountered as a result of these economic factors drove 
them to organize to improve their position. The farmers’ organiza- 
tions in Western Canada followed a pattern similar to those pre- 
viously experienced in the United States partly because of the 
similarity in underlying causes and partly because of the organ- 
izational experience of many of the new settlers in Western Canada 
who originated in the United States. 

The major concern of Western farmers was with grain marketing 
legislation and with the tariffs. This led them to the conclusion 
that their ills can be cured through legislative action. Direct legis- 
lation was proposed as the means whereby political democracy 
could be achieved and which will enable farmers to correct their 
grievances. But this was abandoned for the more direct method 
of a farmers’ political party. Despite opposition from individual 
farm leaders to this action the revolt against ‘vested interests’ or 
‘the New Feudalism’ of the East finally manifested itself in the 
Progressive Movement. This movement, organized as an active 
political party on a national level, was supported by Western 
farmers and elected a total of sixty-five members to the federal 
parliament in 1921 holding the balance of power during the life of 
that parliament. 

The ‘Progressive’ party, and the contributions it made towards 
improving the farmers’ lot as well as some of the shortcomings of 
the farmers’ political movement which led to the disintegration of 
the Progressive party receive considerable attention from Professor 
Sharp in the final chapters of the book. Although the farmers’ 
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political movement was destroyed, the spirit that created it still 
lives on and finds expression through the newer third parties 
such as the Cooperative Commonwealth Federation and Social 
Credit. 

Professor Sharp presents a good factual account of the activities 
of farmers’ organizations leading up to the agrarian revolt in 
Western Canada. He also analyzes the forces responsible for the 
development of the desire for direct political action by the farmers 
in the West. In reading the book, however, one is left with a feeling 
that the influence in the Canadian movement of the American 
settler and his experiences in farm organization is over-emphasized. 
The American influence was important in the Province of Alberta 
but it is difficult to follow its significance insofar as Saskatchewan 
and Manitoba are concerned. Neither the personalities nor the or- 
ganizations in these two Provinces reflect any significant American 
influence. The story would have been more complete if greater 
attention were given to the part played by the grain growers asso- 
ciations in these Provinces. 

Western Canadian farmers organized originally to obtain more 
satisfactory treatment in the handling and marketing of their 
grain. Later they rallied behind their organizations to oppose the 
high tariff policy of the federal government. It was their opposition 
to the tariff that provided the greatest stimulus for political action. 
The influence of the grain growers organizations has continued to 
be important in Canadian agricultural history. Their strength is 
reflected in their large grain handling agencies and in the presence 
of a government directed Wheat Board, both peculiar to Canada. 

To this reviewer the most important feature of Professor Sharp’s 
book lies in its presentation of the historical facts in their relation- 
ship to the agricultural progress and policies as found at the time. 
The occurance of events and their effect upon the farm organiza- 
tions should serve as guides to present day farm leaders. History 
has a tendency to repeat itself and we will do well to observe past 
events. Identical situations to those experienced by the earlier 
farmers of Western Canada appear on the current scene. The early 
experiences such as the question of farmer-labour cooperation, the 
refusal of the Manitoba legislature to support the Wheat Board 
plan in 1923, the clash of personalities and opinions among farm 
leaders and farm groups, all have a counterpart in current situa- 
tions on the agricultural front. A careful study of the results should 
assist greatly in dealing with the current situations. 
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The causes for the rise and fall of the various farm organizations 
and the personalities associated with them receive considerable 
attention from the author. This touches upon the human factor in 
rural organization and provides the rural sociologist with a “‘teeing- 
off” place for further study. It is a phase which has received very 
little attention so far. 

The agricultural economists finds much food for thought in the 
experiences of the early farm movements in Western Canada as 
related in this book. It supports the opinion expressed by Professor 
Easterbrook in his “Farm Credit in Canada” and Professor Fowke 
in his “Canadian Agricultural Policy” that agricultural policy in 
Canada was designed to assist agriculture not for itself but as an 
aid to commerce and industry. It also suggests by implication that 
legislation cannot provide the full answer to the farmer’s economic 
problems. It places the onus on the economist to supply satis- 
factory answers to the economic problems of agriculture at the 
same time provides him with evidence as to the failings of political 
action as a panacea to the economic ills of the farmer. 

This book is well written and should be read by all those con- 
cerned with the welfare of farmers in Western Canada. 


Sou SINCLAIR 
University of Manitoba 


The Bright Tobacco Industry, 1860-1929, Nannie May Tilley. 
Chapel Hill: University of North Carolina Press, 1948. Pp xiv, 
754. $8.00. 


This book is an interesting and enlightening history of one type 
of tobacco—a crop which has been an integral part of American 
civilization since early settlers used it to pay sea captains for 
bringing from Europe to America the girls who were to become 
their wives. Most fittingly the book is dedicated to “George Arents 
in appreciation of his great library on the literature and history of 
tobacco.” Perhaps the Arents library was used extensively in its 
preparation. At least it reflects the library experience of the author 
who formerly was Director of the Manuscript Department of the 
Duke University Library, and now is Professor of History at the 
East Texas State Teachers College. 

Part I, of 200 pages is titled “Cultivation”; Part IT, of nearly 
300 pages, is headed “‘Marketing” and Part ITI, “Manufacturing,” 


» 


Book REvVIEws 795 


covers 150 pages, followed by 70 pages of Appendices of unusual 
materials. 

Part I is a detailed account of the “Quest for Yellow Tobacco” 
through the media of soil, variety, fertilizers, cultural methods, and 
curing practices. The search began in the days of John Rolfe, in 
Jamestown about 1612, when seed of the Spanish variety Nicotiana 
tabacum was imported from Trinidad, off the coast of South 
America. Efforts to produce brighter and more mild smoking 
tobacco apparently have continued for more than a century and a 
quarter as Burley farmers in Kentucky and Tennessee still are 
striving to increase the proportion of smoking grades in their 
crops. 

The importance of soil in the production of tobacco is well pre- 
sented and the nitrogen starvation essential to the production of 
yellow tobacco is illustrated in the value of the poorer and sandy 
soils in growing tobacco. “Possession of a poor siliceous soil came 
to represent prosperity, and the same booming period witnessed 
the ridiculous spectacle of a controversy between counties as to 
which could show the greatest area of poor land” (p. 135). 

The spread of Bright Tobacco into new territory is presented 
dramatically with reports of exploitation by fertilizer salesmen, 
promotors for special barn equipment or curing methods, and of 
successful farmers who enjoyed the prestige of relating their meth- 
ods to interested new growers. Low prices for cotton and unusually 
high prices for the best crops of tobacco, which others sought to 
attain, are given much credit for the expansion of Bright Tobacco 
into more and more areas. 

Trial and error by farmers are given more credit than scientific 
efforts by tobacco experiment stations for improving cultural and 
curing methods, altho government action in clearing up dishonest 
practices among fertilizer manufacturers is recognized. (p. 172 and 
159). 

Part II gives a history of the looseleaf auction sale of tobacco 
known as the “Danville System”, which apparently started soon 
after 1850 but did not gain prominence until about 1870. Baskets 
were first used in 1879. Previously tobacco was piled on the ware- 
house floor. 

The rise and fall of leaf dealers, together with the place of ware- 
housemen and the rehandling trade, are recounted in chapters 7 
and 8. Chapter 10, “Reaction to Prices”, gives a running account 
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of early farmer movements to improve their market for tobacco 
through the Grange, The Farmer’s Alliance and the Farmer’s 
Union, while the extensive effort of the Tri-State Tobacco Growers’ 
Cooperative Association is reserved for Chapter 11. 

An enormous number of details are given throughout the book 
with seldom less than three or four footnote references on each 
page, yet the smooth running style maintained by the author 
makes it read like a “Gone with the Wind’’, which it resembles in 
size. Miss Tilley’s method of selecting a few outstanding characters 
to represent each activity in her tobacco history, does much to add 
to its readability. 

Part III recounts the early manufacturing processes, which de- 
pended largely on hand labor, for plug, smoking and cigarette 
tobaccos. The gradual adaptation of machines to tobacco manu- 
facture, the efforts to keep the processes secret, and the competi- 
tion between companies all are presented. 

In tracing the origin of the cigarette, which of course is of great 
importance to Bright Tobacco, page 504 points out that it was 
“found in South America, where the Aztec style of smoking was 
immediately adopted by the Spanish. After a period... in 
Europe... the cigarette entered the United States often via 
Egypt or Turkey .... Accordingly the belief became prevalent 
that cigarettes had originated in Egypt or Turkey”. 

The growth of the American Tobacco Company and its domina- 
tion of the trade is given a personal touch by relating the experi- 
ences of individual leaf dealers and small manufacturers. The end 
result usually was the same and James B. Duke and his company 
became masters of the tobacco industry. 

Although the title of this book carries the dates 1860-1929, many 
accounts are given of earlier developments, especially back to 1837, 
while the opening chapter is dated 1606-1865. A few references to 
later developments also are made as on page 298 where the ware- 
housemen in 1944 continued to support the auction system. 

While Miss Tilley, in the preparation of this book, leaned heavily 
on a relatively few sources, the more than 2100 footnote references 
offer a wealth of source material for research workers. A 17 page 
bibliography also is included. The book itself is well indexed and 
forms a monumental addition to the literature on tobacco. 

Dana G. Carp 


University of Kentucky 
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Agricultural Economics of Bengal, Part 1, Parimalkumar Ray, 
Calcutta: The University of Calcutta, 1947. Pp. xxii. 235. Rs. 
8 or 19s. 


This book is Part I of a two volume work on the rural economy 
of the Province of Bengal, India. It contains four chapters: 
Chapter I, Physical Characteristics; Chapter II, Utilization of the 
Land; Chapter III, Population; and Chapter IV, Land System. 
Part II, which will be published later, will contain ten chapters 
under the following headings: Farm Organization, Agricultural 
Products, Agricultural Means and Methods, Communications, 
Agricultural Marketing, Agricultural Indebtedness, Agricultural 
Finance, Agricultural Cooperation, Agricultural Insurance, and 
Agricultural Education. 

This distribution of subject matter suggests that the present 
work is intended as background material for a more extensive vol- 
ume which is to follow. It also suggests the desirability of a single 
volume rather than a two volume work. A single review of the 
completed work would be more useful to those who may be or 
should be interested in it than two separate reviews. However, this 
reviewer is not in position to take issue with the author when he 
says, “In view of the importance of the book in the present circum- 
stances I have been advised . . . to hasten its publication”’. (p. ix). 

In the chapter on Physical Characteristics, Professor Ray dis- 
cusses the area, location, temperature, rainfall, river systems, and 
soils of Bengal. This province, which is about 50 per cent larger 
than the state of Iowa, is located in the eastern part of India, ex- 
tending from the Himalayan ranges in the north to the Bay of 
Bengal in the south. The greater part of the land surface has been 
formed in the course of thousands of years by the soil deposits of 
the Ganges and the Brahmaputra rivers. It is largely a low flat 
plain with high hills to the east and west and mountains to the 
north. Althoug about two thirds of the area is in the North Tem- 
perate Zone aud only one third in the Tropical Zone, the climate 
is generally considered to be tropical. The greater part of the prov- 
ince receives an annua! rainfall of between 40 and 80 inches, but in 
the east and north it exceeds 80 inches. The detailed treatment of 
the river systems is one of the chief contributions of this volume. 
It is apparent that the rivers will continue to play an exceedingly 
important role in developments which are envisaged for the future. 
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The need for more accurate and complete statistics is apparent 
in the next two chapters on Utilization of the Land, and Popula- 
tion. On the basis of the available data, it appears that nearly one 
half of the land area is under cultivation at present, and the author 
concludes that about two thirds of the total area is suitable for 
cultivation (p. 79). Thus, the proportion suitable for cultivation in 
Bengal is much higher than in most parts of the world. This is due 
to a fortuitous combination of suitable soil, topography, tempera- 
ture, and rainfall. The principal crop is rice which is grown on over 
72 percent of the cultivated area. Jute, which ranks second from the 
standpoint of land use, is grown on about 11 percent of the culti- 
vated area. ; 

Bengal has a total population in excess of sixty million (p. 86), of 
which nearly 93 percent is rural and only a little over 7 percent 
urban (p. 117). According to Professor Ray, the most pressing 
population problems include: a high birth rate, high death rate 
especially high infant and maternal mortality, absence of balance 
in the economic life of the people, low income per capita, poor nu- 
trition, inadequate public health services, and illiteracy. He adds 
“.. almost half of those born alive find themselves in graves 
before the age of 10 is reached. .. . By the time the age of 40 is 
reacked, more than four fifths are already out of this world’s 
drama... .” (p. 171). 

With respect to population density, Professor Ray states that 
India clearly is overpopulated relative to the present food supply 
or the command over food supply. But if judged by “‘total area or 
by potential resources, India, including Bengal, cannot be said to 
be overpopulated.”’ Looking to the future, however, he concludes 
that there is urgent need of “‘. . . control of population growth by 
preventitive checks” (p. 183). The emphasis he places on popula- 
tion control will strike a responsive chord in the hearts of many who 
would like to contribute to the wellbeing of the people of India but 
feel that little of a permanent nature can be done until the popula- 
tion problem is brought under some measure of control. 

Another important contribution of this volume is to be found in 
the chapter on Land System. The author sketches the historical 
background of the Hindu and Mohammedan land systems and ex- 
plains the relationship of the individual and of the state to landed 
property under each. He states that the British“ . . . were appar- 
ently ignorant of the ideas of property rights that had been recog- 
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nized throughout the Hindu period and were but little altered in the 
Mohammedan period” (p. 202). As a result, various measures were 
introduced by the British which were not adapted to Indian condi- 
tions. Land economists and others will be quick to agree that a 
thorough understanding of past and present tenurearrangementsare 
essential to the formulation of a sound tenure program in any given 
country. They will, however, look for a more complete statement 
of existing tenure arrangements in Bengal than is to be found in this 
volume. Perhaps such a statement will be forthcoming in the volume 
which is to follow. 


Austin A. DowELL 
University of Minnesota 


Economics, an Introductory Analysis, Paul A. Samuelson. (New 
York: McGraw-Hill Company, 1948.) Pp. xx, 622. $4.50. 


“This book is written primarily as a textbook for those who will 
never take more than one or two semesters of economics but are 
interested in the subject as part of a general education. It aims at 
an understanding of the economic institutions and problems of 
American civilization in the middle of the twentieth century. Na- 
tional income provides the central unifying theme of the book.” 
There can be little doubt that this book will be widely used for its 
stated primary purpose. In fact, it would be surprising if it does not 
attain a much wider clientele. 

In format and general organization this text is superior. It has 
throughout an attractive, animated appearance which is of some 
importance in an age of increasing distractions. Organizationally 
it is divided into three major divisions which will be separately 
reviewed below. The intra-chapter organization is explicit and 
most chapters have useful terminal summaries. From a pedagogical 
point of view it is a relatively efficient textbook. 

The subject matter is arranged according to the following major 
topics: Part one, (250 pp.) Basic Economic Concepts and National 
Income; Part two, (190 pp.) Determination of the National Income 
and Its Fluctuations and Part three, (160 pp.) The Composition 
and Pricing of National Output. 

Part one consists largely of orienting, familiarizing and motivat- 
ing material. In addition, it contains much relevant economic 
data, drawing heavily on recent significant research. Most of the 
topics presented in Part one are to be found in the majority of ele- 
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mentary texts. The incorporated innovations consist primarily in 
topic weighting and arrangement. The topic progression is briefly: 
central problems, structure and function of the economy, personal 
income experience, business organization, the economic role of 
government, labor organization, personal finance, and national 
income. Special mention should be made of the fact that in Chapter 
10 the household consumption and savings functions are introduced 
together with the related marginal propensities and that in Chapter 
1] the various national income concepts are developed in an unusu- 
ally articulate fashion. Professor Samuelson is not the first to in- 
corporate these topics into a beginning text, but the lucidity with 
which he unfolds them is likely to contribute much to their further 
inclusion in elementary courses. 

Part one and to a lesser extent the entire book are marred, 
among other things, by more than occasional dogmatism, looseness 
of expression and by frequent use of technical terminology before 
it has become meaningful to the student, but these do not offset the 
general high quality of Part one or of the text as a whole. 

Part two, Determination of National Income aad its Fluctua- 
tions, constitutes the piece de resistance as well as the motif of this 
text. It begins with an excellent chapter on the theory of aggregate 
income determination and then treats in integrated order: the gen- 
eral price level, money and interest rates, the functioning of the 
monetary-banking system, Federal Reserve monetary policy, in- 
ternational finance, and domestic employment, the business cycle 
and fiscal policy and full employment without inflation. In short a 
compact exposition of the essentials of aggregative economic 
analysis. 

Part two is replete with relevance. It should require an unimagi- 
native instructor indeed to neutralize the stimulating impact of 
this section on the general student. In addition to the nature of the 
content, which again is not unique among elementary texts, the 
exposition is unusually lucid while concomitantly remaining on a 
high analytical plane. The basic concepts of macroeconomic 
analysis are presented verbally, by numerical examples and by the 
best graphic development of these that I have yet encountered in a 
basic text. 

Part three; The Composition and Pricing of National Output, 
consists primarily of a premeditatedly terse treatment of value 
theory, Chamberlinian in orientation and a short rejection of 
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orthodox distribution theory. It then concludes with chapters on 
topics like international trade and tariffs, dynamics, and competing 
economic systems. 

Professor Samuelson states at the outset that he has reduced to 
more appropriate emphasis the conventional marginal analysis of 
value and distribution theory. In a sense, the problem of emphasis 
is a matter of judgment and must be largely decided by the in- 
dividual instructor. There are no doubt many who will agree with 
Professor Samuelson’s topic weighting and selection. Perhaps call- 
ing early attention to some of the major gaps in economic theory 
will stimulate accelerated exploration of these areas. 

Leaving aside the question of topic weighting the reviewer still 
feels that in spite of the modernity of the approach and the current 
quality of the tools of analysis presented that this is the weakest 
section of the text. Unless fairly richly supplemented, the student 
will fail to experience a balanced comprehension of the micro- 
economic aspects of the economy. Of course, this material] is 
available in a large number of other texts and, in fact, as presented 
by Professor Samuelson for the purpose he has in mind in com- 
bination with parts one and two provides an excellent instructional 
entity. 

Examination of postwar introductory economics texts will reveal 
that the majority of them and presumably a large number of 
principles courses as well continue to ignore or to give relatively 
perfunctory or abbreviated attention to aggregative economic 
analysis. There have been an encouragingly increasing number of 
exceptions, however. This development can scarcely be considered 
either premature or radical since much of the vocabulary and 
many of the concepts of macroeconomic analysis have long since 
reached the cliché stage in the popular press. 

Many economics instructors will recall the apathy and impa- 
tience with which many superior and other students reacted to the 
preoccupation of many depression decade courses with the prob- 
lems of relative pricing and efficient resource allocation during a 
period in which the problem of resource unemployment was all- 
pervasive. There is some evidence that a “perverse” course- 
content may be continuing; that during protracted periods of “‘full’”’ 
employment the problem of economic efficiency in turn may be 
understated. 

Probably above all other attributes of the economy and of 
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economics, evolution is paramount. It is therefore important to 
instill in a student the realization that continuous current study is 
prerequisite to continuous economic literacy. From a thorough 
study of this book the intelligent student should gain that impres- 
sion as well as a relatively high level of analytical ability. Many 
academic economists who do not regularly contact elementary 
students of economics may be interested in observing the extent of 
recent change in elementary course-content. 


ARNOLD BREKKE 
University of California 


Adam Smith Today: The Wealth of Nations, Simplified, Shortened, 
and Modernized, Arthur Hugh Jenkins. New York: Richard R. 
Smith, 1948. Pp. 480. $5.00. 


In the words of the flyleaf: “It is difficult to classify this work; 
it is not a re-editing, nor a paraphrase, nor an abridgement, but 
something of all three.” It is evidently the editor’s, paraphraser’s, 

or abridger’s intention to produce the bulk of the Wealth of Nations 
in a form which will induce the average American to read it. The 
language of Adam Smith is modified enough to render the style a 
most peculiar mixture of eighteenth and twentieth century idiom. 
Enough re-arrangement has been done to make several awkward 
forward references necessary—thus Adam Smith’s Books 4 and 5 
have been transposed, for no very good reason that the reviewer 
can perceive, and there is a sufficient amount of re-arrangement 
of chapters and sections of chapters so that it is not always easy to 
trace the passages abridged or paraphrased. Occasional gems that 
happen to have caught the editor’s fancy have been reproduced in 
Adam Smith’s own language. All in all, this reviewer much prefers 
Adam Smith’s incomparable original to this curious melange; how- 
ever, there may be some readers for whom Mr. Jenkins’ arrange- 
ment will prove the key to another realm of gold. 

There is great need for a new edition of Adam Smith, and indeed 
of all the classics, in the light of the profound changes which have 
taken place in economics in the past generation—changes of which 
Mr. Jenkins is only dimly aware (I cannot find any author later 
than Carver cited in the footnotes, and Thorold Rogers seems to be 
his principal authority)—and towards which his introduction re- 
veals him to be thoroughly hostile. Unfortunately, the present 
volume does not even begin to satisfy that need. It is doubtful 
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whether Mr. Jenkins’ version is even easier to understand than the 
original. Thus Book 2 Chapter 2—perhaps at once the most sug- 
gestive, fruitful, and misleading of all Adam Smith’s chapters— 
which in the original is headed “Money considered as a particular 
branch of the general stock” is headed by Mr. Jenkins’ “Money 
not capital’”—the very opposite of what Adam Smith is trying to 
say. 

Mr. Jenkins’ labors seem to have been partly a labor of love, 
partly an attempt to use the authority of Adam Smith to reassure 
himself in his political views. There seems to be little reason why 
his labors should not have rested happily in manuscript form. 

K. E. Bou.pine 


Towa State College 
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NEWS ITEMS 


Steps are being taken to expand the teaching and research program in 
statistics at Cornell University. Professors J. E. Morton and P. J. Mc- 
Carthy of the School of Industrial and Labor Relations are offering addi- 
tional courses for students in the social sciences including a seminar in 
economic statistics. Professor W. T. Federer, formerly of Iowa State Col- 
lege and the Statistical Laboratory at Ames, has recently joined the staff 
of the College of Agriculture. He will teach, do research, and consult on 
statistical problems in the biological sciences but will also be available for 
consultation on statistical problems in other fields including Agricultural 
Economics. Professors William Feller and Mark Kac in the Department of 
Mathematics are offering courses in statistics and probability. The Mathe- 
matics Department is also offering a special course in mathematics for 
students in the social and biological sciences. 

Norris J. Anderson, Professor of Agricultural Economics, Kansas State 
College, is on leave for graduate study in agricultural economics at the 
University of Minnesota. 

S. W. Atkins, Agricultural Economics, Bureau of Agricultural Econom- 
ics, who has been working in cooperation with the Tennessee Agricultural 
Experiment Station, has been transferred to a cooperative project with 
the Tennessee Valley Authority. His headquarters will remain in Knoxville. 

William B. Back has returned to the Farm Economics staff of the Ex- 
periment Station, University of Kentucky, after spending 15 months at 
the University of Chicago and Iowa State College where he was engaged 
in further graduate studies. 

Raymond Beneke has been appointed assistant professor at Iowa State 
College. Mr. Beneke, who has been doing graduate work at the University 
of Minnesota, will be engaged in teaching and research in the fields of 
farm management and production economics. 

Russell L. Berry has been appointed Assistant Professor of Agricultural 
Economics at Kansas State College. He will teach and conduct research 
in Land Economics in the absence of Professor Norris J. Anderson. 

Charles E. Bishop, Assistant in Farm Management in the College of 
Agriculture, University of Kentucky, is on a year’s leave of absence to 
engage in graduate studies at the University of Chicago. 

Lawrence L. Boger has been appointed Instructor in Economics (Agri- 
cultural) at Michigan State College. 

Miss Mary M. Bodwell, formerly Home Demonstration Agent in Mis- 
souri, joined the Agricultural Economics Extension staff as Assistant Pro- 
fessor on September 15, 1948. She will be concerned with the utilization 
phases of the R.M.A. Consumer Education Project of the Department. 

Furman P. Bowers has been appointed Instructor in Agricultural Eco- 
nomics at the University of Tennessee. 

James O. Bray has joined the Agricultural Economic statf at Purdue 
University as an Instructor in Farm Management. He was formerly a 
graduate assistant in Agricultural Economics at Purdue. 
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R. G. Bressler, Jr. left the University of Connecticut in July to accept 
a position in milk marketing research with the Department of Agricultural 
Economics, University of California, Berkeley. 

H. M. Brewer, in charge of the agricultural statistician’s office of the 
Bureau of Agricultural Economics at the University of Maryland, has 
transferred to the Washington staff of the Bureau. J. H. Peters, a member 
of the Washington staff, succeeds‘ Mr. Brewer in charge of the office in 
College Park. 

George A. Brinegar, who has been pursuing his graduate studies at the 
University of Chicago since the spring of 1946, has been appointed Assist- 
ant Professor in the Department of Agricultural Economics at the Uni- 
versity of Connecticut. 

D. A. Broadbent, Associate Professor in the Department of Agricultural 
Economics, Utah State Agricultural College, has been appointed as Assist- 
ant Director of Utah Agricultural Experiment Station. His assignment is 
fifty percent to the Experiment Station and fifty percent to research in 
the Department of Agricultural Economics. 

O. H. Brownlee has been appointed Assistant Professor in the Depart- 
ment of Economics, the University of Chicago. Mr. Brownlee was formerly 
a member of the faculties of lowa State College and of the Carnegie Insti- 
tute of Technology. 

Richard Butler has joined the staff of the Bureau of Agricultural Eco- 
nomics. He is currently working on the food consumption project. 

George B. Byers of the University of Kentucky received his Ph.D. de- 
gree in August 1948 from Iowa State College. 

Alvin G. Carpenter, Extension Economist, Utah Agricultural Extension 
Service, has been made the Assistant Director of the Extension Service for 
Utah. 

Fred A. Clarenbach of the Department of Political Science of the Uni- 
versity of Wisconsin spent the summer months in Washington, D. C., 
assisting the Bureau of Agricultural Economics on a study of problems 
involved in benefit-cost analysis. 

Harold B. Clark has been appointed as Assistant Economist in Agricul- 
tural Marketing in the Departments of Markets and Rural Finance at 
the University of Kentucky. 

Albert J. Cross began duties August 1 with the Division of Farm Man- 
agement and Costs, Bureau of Agricultural Economics. He is stationed at 
Urbana, Illinois on a cooperative project with the Illinois Agricultural 
Experiment Station. 

Lee M. Day has been appointed an Instructor in the Division of Agri- 
cultural Economics at the University of Minnesota. Mr. Day was formerly 
on the staff at Iowa State College. 

Howard G. Diesslin has joined the Agricultural Economics staff at 
Purdue University as an Instructor in Agricultural Finance. 

George C. Edler, specialist in seeds of the Bureau of Agricultural Eco- 
nomics, has returned to the United States from a two months’ trip to 
Europe. The assignment was carried out under the Research and Marketing 
Act program for the Office of Foreign Agricultural Relations. 
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Joseph A. Ewing, of the agricultural estimates staff of the Bureau of 
Agricultural Economics, has transferred to the agricultural estimates 
office in Springfield, Illinois. 

George Frick, formerly associated with the University of Connecticut, 
has accepted an appointment with the Bureau of Agricultural Economics, 
and will be stationed at Durham, New Hampshire. 

H. Prentiss Gazaway has been appointed Assistant Professor of Rural 
Economics in the Department of Economics, Sociology and History at 
the Colorado A. & M. College. 

C. G. Garman, formerly with F.C.A. and ore recently farming, will 
return to Cornell this winter to teach and assist ir the preparation of Ex- 
tension bulletins. 

Robert Glasgow, a member of the staff of the Bureau of Agricultural 
Economics, has returned to Harvard for his second winter of work. 

Frank D. Hansing, formerly on the Agricultural Economics staff, Uni- 
versity of Illinois, is now employed by the Division of Land Economics, and 
is stationed at the Virginia Agricultural Experiment Station, Blacksburg, 
Virginia. 

Clifford M. Hardin has been appointed Assistant Director of the Michi- 
gan Agricultural Experiment Station. He was formerly Professor of Agri- 
cultural Economics and Chairman of the Agricultural Economics Section 
of the Department, Michigan State College. 

Dale E. Hathaway has been appointed instructor in extension, Michigan 
State College. 


R. C. Headington has accepted an appointment to the faculty of Arizona 
State College. 

Carl Heisig, Head of the Division of Farm Management and Costs of 
the Bureau of Agricultural Economics, sailed late in August for a three- 
month stay in Brazil. Mr. Heisig is a member of an eight-man committee 
which was set up to advise and assist a three-man commission from the 
United States that will collaborate with a similar Brazilian group in evalu- 
ating possibilities of the economic development of that country. 

Peter L. Henderson has been appointed to the temporary position of 
Assistant Professor of Agricultural Economics of the University of Georgia. 

Walter A. Hendricks, in charge of the statistical methodology work in 
the Bureau of Agricultural Economics, left the middle of September for 
the American Zone of Germany, where he will complete the analysis of 
results obtained from an objective survey of crop production. The survey 
itself was planned by Mr. Hendricks and Paul Koenig, also of the Bureau 
of Agricultural Economics, both of whom were in Germany during the late 
spring and early summer. Mr. Hendricks will return to the Bureau about 
the first of November. 

Clifford G. Hildreth has been promoted from assistant professor to asso- 
ciate professor at the Iowa State College. 

Lorraine Houlihan has joined the staff of the Department of Agricultural 
Economics at Cornell as Assistant Professor of Food Marketing. This is 


another joint effort of the Colleges of Agriculture and Home Economics at 
Cornell. 
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Starley Hunter, who obtained her Ph.D. degree at Purdue University 
in August, 1948 with a major in Consumption Economics, has become 
head of the Home Economics Department in the School of Agriculture 
at the University of Missouri. 

George A. Jackson, Jr., formerly on the Agricultural Experiment Station 
staff, University of Illinois, has accepted a cooperative appointment with 
the University of California and the Bureau of Agricultural Economics to 
do research work on costs and margins. 

Lowell Jackson, formerly Superintendent of University owned farms at 
Nebraska, has been appointed Assistant in Rural Economics in the Experi- 
ment Station. 

Ronald W. Jones has returned to the Bureau of Agricultural Economics 
from a year of study at the University of Chicago. He is currently working 
on the problem of how best to classify farms. 

Donald R. Kaldor has been promoted from assistant professor to asso- 
ciate professor at the Iowa State College. 

Willys Knight has been appointed Assistant Professor in teaching and 
research in Agricultural Economics, Michigan State College. Mr. Knight 
received his Ph.D. degree from the University of Maryland this summer. 

Robert C. Kramer has accepted appointment as Instructor in research, 
Michigan Agricultural Experiment Station. 

A. A. Kreig accepted a position in the Commercial Research Department 
of Swift and Company upon completion of his master’s degree in Agricul- 
tural Economics at the University of Illinois during the summer of 1948. 

Maxwell I. Klayman has returied to the Bureau of Agricultural Eco- 
nomics from the Division of Productivity and Technological Trends of the 
Bureau of Labor Statistics. He is currently engaged in research on sugar. 

George Eric Lamming, a graduate of the University of Nottingham, 
England, has been granted a fellowship by the Graduate School, University 
of Illinois, to do graduate study in agricultural economics. 

Henry Larzelere has taken leave of absence for three months from Michi- 
gan State College to work with the Poultry Branch, P.M.A. While there, 
he will prepare the regional summary of the study of egg grading and 
quality deterioration in shipment for the North Central Region. 

Jeanne Lear is now on the statistical and historical research staff of the 
Bureau of Agricultural Economics. She is currently working on size dis- 
tribution of farm income. 

E. H. Matzen resigned from his position at the University of Missouri 
on October 15. 

Lee Roy Martin, Agricultural Economist, Dairy Branch, P.M.A., will 
join the research staff of the Department of Agricultural Economics at 
N. C. State College October 1, 1948. He will be in charge of tobacco mar- 
keting research. 

William E. McDaniel has been appointed an Instructor in the Division 
of Agricultural Economics at the University of Minnesota. 

Frank Miller has been promoted from Assistant Professor to Associate 
Professor of Rural Economics at the University of Nebraska. 
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Professor E. G. Misner has returned to the Department of Agricultural 
Economics at Cornell after an extended illness. 

George Montgomery, Head of the Department of Economics and So- 
ciology, Kansas State College, is on leave for graduate study in agricultural 
economics at the University of Minnesota. Dr. J. A. Hodges is Acting 
Head of the Department in the absence of Professor Montgomery. 

George Motts has transferred from a teaching-research position in agri- 
cultural economics to an extension position at Michigan State College. 
He will work on a new extension project in consumer education, primarily 
in reference to fruits and vegetables. 

Albert L. Owens is on leave of absence from his position with the Rhode 
Island Agricultural Experiment Station to do graduate work in the De- 
partment of Agricultural Economics, University of Illinois. 

William R. Parks has resigned from the Bureau of Agricultural Econom- 
ics to accept a position in the Political Science Department of Iowa State 
College. 

Clarence E. Pike has accepted a position with the Farm Credit Adminis- 
tration in Washington, D. C. 

Paul L. Putnam has returned to full-time work as Professor of Farm 
Management at the University of Connecticut after five years’ work as 
State Farm Labor Supervisor. 

C. Brice Ratchford is on leave of absence under a General Education 
Board Fellowship. Mr. Ratchford will pursue graduate work at Duke 
University. 

Franklin J. Reiss of the Department of Agricultural Economics, Uni- 
versity of Illinois, joined the field staff of the Division of Farm Manage- 
ment and Costs, Bureau of Agricultural Economics. Through cooperative 
arrangements with the University of Illinois, Mr. Reiss will study the 
effect of managerial ability upon a farm’s operations, costs and returns. 

Leonard H. Rhodes, formerly with the Office of Inter-American Affairs, 
has transferred to the Washington office of the Bureau of Agricultural 
Economics. 

Kenneth L. Robinson has been awarded the Elmhirst Studentship for 
advanced study in agricultural economics at Oxford University for the 
academic year 1948-49. Mr. Robinson graduated from Oregon State Col- 
lege in 1942. After service in the army, he entered the Graduate School 
at Cornell University receiving the master’s degree in Agricultural Eco- 
nomics in September 1947. During the past year he has been doing gradu- 
ate work in Agricultural Economics at Harvard. The summers of 1947 and 
1948 were spent as research assistant with the National Bureau of Eco- 
nomic Research. After a year at Oxford, Mr. Robinson expects to return 
to Harvard to complete requirements for the Ph.D. degree. Mr. Robinson 
is the first student to be elected to the Elmhirst Studentship. Additional 
awards will be made for the academic years 1949-50 and 1950-51. 

George A. Rogers, formerly assistant director of the Fruit and Vegetable 
Department, American Farm Bureau Federation, has joined the staff of 
the Bureau of Agricultural Economics. 
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Fred R. Robertson has joined the staff of the Agricultural Relations 
Division, Tennessee Valley Authority. 

Olav Rogeness, formerly with the Bureau of Agricultural Economics is 
Assistant Rural Economist at the University of Nebraska. 

Anthony S. Rojko, recently at the University of Connecticut, has ac- 
cepted a joint appointment with the University of Massachusetts and the 
B.A.E. on a dairy research project and will be stationed at the Research 
Council Office in Boston. 

Waldo S. Rowan, Assistant Professor of Agricultural Economics of 
the University of Georgia, has been granted leave of absence to do gradu- 
ate work at the University of Wisconsin. 

Robert W. Rudd has been appointed as Assistant Economist in Agri- 
cultural Marketing in the Department of Markets and Rural Finance at 
the University of Kentucky. Mr. Rudd formerly was a Graduate Research 
Assistant at Giannini Foundation of Agricultural Economics, University 
of California. 

Charles F. Sarle, Head of the Division of Special Farm Statistics in the 
Bureau of Agricultural Economics, left late in September for Japan, where 
he is serving as a visiting expert with the Natural Resources Section, Gen- 
eral Headquarters, Supreme Commander for the Allied Powers. Dr. 
Sarle’s specific mission is to recommend improvements in the procedures 
and organization of the Japanese Crop Reporting Service. He will return 
to the Department of Agriculture about the middle of December. 

Elmer N. Searls completed the requirements for a dectorate degree in 
Agricultural Economics at Cornell in September 1948. Mr. Searls has 
joined the staff of that institution as Assistant Professor of Marketing. He 
will be in charge of the extension work in milk marketing. 

Grover J. Sims has transferred from the Bureau of Agricultural Eco- 
nomics to the Livestock Branch of the Production and Marketing Admin- 
istration. 

Clyde E. Stewart is on leave from the Bureau of Agricultural Economics 
for graduate work at Iowa State College. 

Stanley K. Seaver, on sabbatical leave from the Department of Agri- 
cultural Economics at the University of Connecticut, is taking graduate 
work toward his doctorate at the University of Chicago this year as a 
fellow of the Hood Foundation. 

Orlin J. Scoville, Bureau of Agricultural Economics, has been transferred 
to Kansas State College to conduct cooperative research in farm manage- 
ment. 

Sidney Schmukler, formerly Assistant Professor of Agricultural Eco- 
nomics at the University of Connecticut, has accepted an appointment at 
Drake University, Des Moines, lowa. 

Richard A. Sherburne has been added to the Agricultural Economics 
staff at the University of Arizona. 

L. G. Sleight, a graduate of Utah State Agricultural College, has been 
employed by the Department of Agricultural Economics, University of 
Illinois, to do research work on the North Central States regional potato 
and fruit and vegetable marketing projects. 
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Don Stark is on leave of absence, July 1 to December 31, 1948, from the 
Extension Service, Michigan State College. He is working with the Detroit 
Meat Packing Company and the Michigan Livestock Exchange on a 
program of membership relations. 

Maurice C. Taylor, on leave from the faculty of the State College of 
Washington, will spend the 1948-49 academic year at the University of 
Chicago as a fellow in Agricultural Economics. 

Morris Taylor has been appointed as Extension Marketing Economist 
at Utah State Agricultural College on the assignment of marketing of 
range livestock. 

Lawrence W. Witt has been appointed Chairman of Agricultural Eco- 
nomics Section of the Economics Department at Michigan State College. 

Mary B. Wood has joined the staff of the Department of Agricultural 
Economics at Cornell as Assistant Professor of Food Marketing. 

Carlton E. Wright has been appointed Professor of Marketing at Cornell. 
Dr. Wright, *s Instructor on the Extension staff in Agricultural Eco- 
nomig¢s in 1943-44, obtained experience in food marketing for consumers. 
Following that he was Director of the New York State Agricultural and 
Technical Institute at Cobbleskill, New York, and later Director of Re- 
search and Publications for the American Vocational Association, Inc., 
Washington, D. C. 

Norman R. Urquhart, who has been on the agricultural staff of Western 
Illinois State College, has accepted an appointment at the Department of 
Agricultural Economics, University of Illinois, on a cooperative research 
project with the Soil Conservation Service. 

Thomas M. Venables who obtained his Ph.D. degree at Purdue Uni- 
versity in June 1948 has gone to Germany on a two year assignment with 
the Food Section of the Military Government. 


JOINT SESSIONS, AMERICAN ECONOMIC 
ASSOCIATION AND AMERICAN FARM 
ECONOMIC ASSOCIATION 
CLEVELAND, OHIO 
December 28, 30, 1948 


Turspay, December 28 


The Theory and Measurement of Price Expectations 
Chairman: Mordecai Ezekiel, FAO and U.S. Department of Agriculture 
Papers: | Holbrook Working, Food Research Institute 
Theodore W. Schultz, University of Chicago 
Discussion: Kenneth E. Boulding, Iowa State College 
L. J. Norton, University of Illinois 
Warren C. Waite, University of Minnesota 


Tuurspay, December 30 


Coming Readjustments in Agriculture 
Chairman: Howard R. Tolley, Food and Agriculture Organization 
Papers: John D. Black, Harvard University 
D., A. Fitzgerald, Economic Cooperation Administration 
Discussion: T. W. Schultz, University of Chicago 
T. O. Yntema, University of Chicago 


December 29 


Central Topic: Agricultural Statistics—Measurement of Main Economic 
Magnitudes. 
Place: Euclid Room, Hotel Statler 
A. 10:00 a.m. to 12:00 m. 

Chairman: William G. Murray, Iowa State College 

1. Measurement of Agricultural Production 
Speaker: Charles F. Sarle, Bureau of Agricultural Economics 
Discussion: Clifford Hildreth, Iowa State College 

2. Estimates of Agricultural Employment and Wage Rates 
Speaker: Thomas C. M. Robinson, Bureau of Agricultural 

Economics 
Discussion: Cladys L. Palmer, University of Pennsylvania 
B. 2:00 to 4:00 p.m. 

Chairman: E. J. Working, University of Illinois 

8. Estimates of Prices Received and Prices Paid 
Speaker: George M. Kuznets, University of California 
Discussion: B. R. Stauber, Bureau of Agricultural Economics 

4. Measurement of Farm Income and Expenditure 
Speaker: E. W. Grove, Bureau of Agricultural Economics 
Discussion: D. Gale Johnson, University of Chicago 
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MEETINGS OF THE EXECUTIVE COMMITTEE 
SEPTEMBER 13, 14, 16, 1948 


Present: Murray, Butz, Hedges, Norton, Waite, Hobson, Waugh, 

DeLoach, and Burton. 

The Secretary-Treasurer reported on the membership and finances for 
the period from December 1 to September 1. The Editor reported briefly. 

Mr. William H. Glover, Library-Custodian, submitted the report printed 
below, which was accepted. 

The operations of the Special Grants Committee were discussed. The 
letter of Julius Hendel printed below was read and discussed. On Septem- 
ber 14 Mr. Hendel met with the committee. The committee expressed its 
great appreciation of the work of Mr. Hendel and his committee. The 
President appointed as a Research Award Committee to develop a definite 
plan for the use of the Special Grants Fund and to report at the first meet- 
ing of the 1949 Executive Committee: Warren C. Waite, Joseph S. Davis, 
and Frederick V. Waugh, chairman. 

O. B. Jesness reported progress on the book of Readings on Agricultural 
Policy. 

Harold Hedges reported on the date and place of the 1949 annual meet- 
ing. The association has received an invitation from the Western Farm 
Economics Association. The Canadian Agricultural Economics Society 
would like to have the meeting in Canada in 1950. Our Southern members 
would like to have the meeting in the Southeast. After discussion it was 
agreed that the association should plan to hold its annual meeting in the 
summer and also arrange to have joint sessions with the American Eco- 
nomic Association and other groups during winter meetings of such as- 
sociations. The following was adopted: ““We recommend that the invitation 
of the Western Farm Economics Association for a joint meeting in 1949 
be accepted, the two Executive Committees to make final determination of 
place and time.” 

Tentative dates of August 29 to September 1 were mentioned for the 1949 
Annual Meeting. The American Institute of Cooperation plans to meet 
August 22-25. 

Mr. Leonard K. Elmhirst, president of the Internations! Conference of 
Agricultural Economists, reported that a meeting of the Conference would 
be held in 1949, probably in Italy. Tentative dates are August 28 to Sep- 
tember 6. 

Earl Butz reported on the establishment of student chapters of the 
AFEA. Peter Nelson, Oklahoma A and M College, I. W. Arthur, Iowa 
State College, and the following students sat with the committee during 
this discussion: Lee Roy Larkin and Robert L. Lacy, Oklahoma A and M 
College, John D. Elderkin, Iowa State College, and Horace Paarlberg, 
Purdue University. The Butz report printed below was approved. This in- 
cludes the following amendment to the Constitution which was recom- 
mended for approval by the association: 

“Amend Article III by adding the following: ‘Student sections of the 
American Farm Economic Association may be authorized in colleges or 
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universities that offer courses in agricultural economics, farm management, 
or allied fields. Establishment of student sections shall be under such rules 
as the Executive Committee may decide.’” 

The report of the Policy Committee was submitted by its chairman, 
Fred Waugh, and was approved. It involves two amendments to the Con- 
stitution. The Committee recommends that the present Article II be re- 
placed by the following: 

“Objectives. The objectives of this association shall be: 

1. To encourage effective investigation and free discussion of the various 

topics and issues in agricultural economics. 

2. To promote and maintain high standards of accomplishment in re- 
search, teaching, and extension in agricultural economics by fostering 
study, writing, and contacts which contribute to this end. 

3. To stimulate objective analysis and discussion of existing and pro- 
posed economic policies and programs affecting the welfare of farmers 
or affecting the general public as consumers of food and fiber. 

4. To provide a means of publication (JouRNAL or Farm Economics) for 
scholarly analyses and research findings in the field, and other items 
of general interest to the membership. 

5. To promote interest in and understanding of the profession of agri- 
cultural economics among undergraduate students in American 
colleges. 

6. To provide a medium for effective professional cooperation between 
agricultural economists and scientists in other fields. 

7. To solicit the interest and support of farmers, consumers, and other 
economic groups in the study and analysis of the economic problems 
of agriculture.” 

The following amendment to Article V of the Constitution was also 
recommended: ‘‘ ‘Not later than one month before the annual meeting’ be 
inserted in place of ‘not later than December 1’.” This refers to the mail- 
ing of the ballots. 

It was agreed that in 1948 ballots would be mailed out by November 1 
so that the officers for 1949 would be known by December 1. The fiscal 
year beginning in 1949 will end June 30. 

The following expenditures were approved: 

1. Not to exceed $100 for the Library-Custodian for additions to the 

archives of the association. 

2. The expenses of the Executive Committee for attending an interim 
meeting if the 1949 President deems a meeting necessary. 

3.. Contribution of $25 to the American Institute of Cooperation. 

The appointment of a Marketing Committee to work jointly with a 

committee of the American Marketing Association was approved. 

The Executive Committee expressed its appreciation of the fine work of 
the staff and management of the Northern Baptist Association in con- 
tributing to the success of the conference. 

L. J. Norron, Secretary-Treasurer 
W. G. Murray, President 
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AMERICAN FARM ECONOMIC ASSOCIATION 
SEPTEMBER 16, 1948 


Wituram G. Murray, presiding 


The Secretary-Treasurer gave a summary of his annual report which is 
appended. The Editor gave his report which is printed below. Asher Hob- 
son commented on the work of the Library-Custodian and urged that the 
members send in copies of their published work. The Secretary read the 
report of the Chairman of the Special Grants Committee which is included 
in the report of the Executive Committee. Asher Hobson moved a vote of 
thanks to the members of the Special Grants Committee for their effective 
work in raising substantial funds. This motion was carried unanimously. 
The President announced the reappointment of the Research Award Com- 
mittee to work out details for the use of these funds as stated in the report 
of the Executive Committee. O. B. Jesness reported “progress” on the 
preparation of the volume of Readings on Agricultural Policy. 

Harold Hedges reported on plans for the 1949 meeting. His complete 
report is appended. D. B. DeLoach, president of the Western Farm 
Economics Association, extended an invitation from that association to the 
AFEA for a joint meeting in 1949. The Secretary reported the recom- 
mendation of the Executive Committee as stated in its report. R. E. 
Proctor of Georgia and G. W. Forster of North Carolina invited the as- 
sociation to hold its annual meeting in 1949 at Mt. Treat, North Carolina. 
J. F. Booth and W. M. Drummond reported that the Canadian Agricul- 
tural Economics Society would be glad to have the association hold an 
annual meeting at the Ontario Agricultural College at Guelph in Canada. 
Norman Nybroten moved that alternatives be submitted to the total 
membership for an advisory vote. This motion was made and lost. The 
recommendation of the Executive Committee was then approved by the 
group. The Secretary advised that he would submit an advisory ballot to 
the complete membership as to their wishes with respect to the 1950 meet- 
ing at the time of the annual election. 

E. L. Butz reported on the establishment of student chapters of the 
AFEA. The report was approved. The Secretary read the amendment re- 
lating thereto as stated in the Executive Committee report and moved that 
it be adopted. The motion carried. The report is appended. 

F. V. Waugh read the report of the Policy Committee which is appended. 
The report was approved. The Secretary read the amendment to Article 
II of the Constitution as set forth in the Executive Committee report and 
moved its adoption. The amendment was adopted. 

The Secretary then moved the change in Article V of the Constitution set 
forth in the Executive Committee report and moved its adoption. It was 
adopted. Three items of special expenditures as set forth in the Executive 
Committee report were approved. 

R. J. Eggert read the report of the Marketing Committee signed by 
Leland Spencer. The President announced that he would appoint a com- 
mittee which would be authorized to work jointly with a committee of the 
American Marketing Association. The report is appended. 


817 


- 


818° MINUTES OF THE ANNUAL MEETING 


Asher Hobson offered the following resolution which was adopted: 
““T}is is the second year the American Farm Economic Association has 
enjyyed the privileges of guests of the Northern Baptist Assembly. We 
likejl the experience last year, and we like it this year. The Association 
takys this means of expressing our sincere appreciation of the many and 
varyed efforts of the management and members of the staff which combine 
in «reating a pleasant home for those participating in these meetings. We 
have enjoyed our four days at Green Lake, and we hope some day to come 
bak.” 

‘The Secretary offered the following resolution which was adopted: “We 
ex}yress our appreciation to Mr. Milton Button, Director of the Wisconsin 
Department of Agriculture, and to the Department for the cheese which 
we had at dinner the evening of September 15. It was particularly fitting 
thyt the many visitors to Wisconsin at our meeting should have an op- 
portunity to sample that famous Wisconsin product—natural aged, 
Arnerican cheese.” 

The Secretary moved a vote of appreciation for the excellent work of the 
President during the past year. The motion was enthusiastically approved. 

The President appointed G. W. Forster, R. E. Proctor, and W. E. 
Paulson as a special committee to keep the southern states in the Union 
until the association has an opportunity to meet in the South. 

L. J. Norton, Secretary-Treasurer 
(Approved) W. G. Murray, President 


REPORT OF THE SECRETARY-TREASURER 


Membership. There was a small net increase in membership between 
December 1, 1947, and September 1, 1948. (Our present membership is now 
approximately 1,300.) New members and subscriptions totaled 294, dis- 
tributed as follows: 


U.S.A. members 87 
Canadian members 14 
Other foreign members Q7 
Junior members 57 
U.S.A. libraries and firms 29 
Foreign libraries and firms 80 

Total 294 


Of these 27 were joint members with the Western Farm Economics As- 
sociation and 18 with the Canadian Agricultural Economics Society. 
Offsetting these were 203 drops and cancellations, distributed as follows: 


U.S.A. members 70 
Foreign members 19 
Junior members 16 
U.S.A. libraries and firms 46 
Foreign libraries and firms 52 


Total 203 
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One subscription of 28 copies was cancelled by a government agency. 
Eliminating this, the cancellations of U. S. libraries and firms would have 
been 18, and there was a net gain in each category of members and sub- 
scribers. On September 1 there were 113 junior members. We are getting 
quite a few new foreign members, and there would be more except for ex- 
change difficulty. Any member who wishes to advance the cause of in- 
ternational intellectual cooperation can do so by paying the dues of a 
foreign member. Several of our members are now doing so. 

Cancellation of membership is heavy among short-time members. The 70 
drops among U. S. members had been on the books for the following 
periods: one year, 22; two years, 12; three years, 6; four to five years, 8; 
and over five years, 22. Some of the foreign cancellations resulted from ex- 
change difficulties. 

It is obvious that if we could hold all members who join, our membership 
would grow much more rapidly. 

Finances. The association will apparently operate with a small cash sur- 
plus during the fiscal year. No changes have been made in securities held 
during the year. On September 3 holdings of stocks were valued at $19,392 
and of U.S. government securities at $28,932. Allowing for rights received 
on stocks held, which rights have been sold, the value of securities held in- 
creased in value by $348 during the first nine months of the fiscal year. 

Current operations for the first nine months of the fiscal year may be 
summarized as follows: 


Cash on hand (August 31, 1948) $18,449.84 
Of this, reserve for Special Grants Fund was 11,075.00 


Balance in current account $ 7,374.84 
Cash on hand (November 30, 1947) 5,557.08 
Increase $ 1,817.76 


In the last three months of the last fiscal year our cash receipts and ex- 
penses were approximately equal. 

During the current fiscal year we will publish four regular issues plus the 
special issue of annual meeting proceedings. In addition, the charges for 
printing the JourNAL have increased substantially. Because of the differ- 
ence in dates of the 1947 annual meeting and the election of officers, it was 
necessary to have a special meeting of the Executive Committee. 

Suggestions. Based on two years’ experience with the office, the Secre- 
tary-Treasurer believes that the association should employ a full-time clerk 
and secretary for the business office of the association. He believes that the 
association and the membership would be better served if this were done. 
It has not been possible for your secretary to work systematically on in- 
creasing the membership. The increase in membership has increased the 
work in the office. The association’s income now appears adequate to ab- 
sorb this cost. 

The association will grow and extend its influence more rapidly if each 
member considers himself a member of the Membership Committee and 


| 
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invites people who would find our Journat and other activities of value to 
them to become members of the association. 


L. J. Norton 


REPORT OF THE EDITOR 


This is an interim report and a final report for the year will be made after 
the November issue. It does provide an opportunity for briefly reviewing 
the four-year period during which I have been editor. 

This has been an interesting period in which to be an editor since it co- 
incided with an expansion in the Association. In May of 1944 we mailed 
1,174 copies of the JourNaL and May of 1948, 1,874 copies, an increase 
of exactly 700 copies. During this period the size of the JourNAt also in- 
creased. There were 876 pages in 1944 and 1,531 pages printed in 1947. This 
latter situation occurred because there were two annual meetings to be 
reported in that year. This year, under instructions from the Executive 
Committee, the JourNat is being held to 200 pages an issue, Costs in- 
creased at an alarming rate during the period. In 1944 the composition 
charge for a page of 10-point type, our typical page was $1.29. It is now 
$2.50. Only increasing membership has enabled us to cover our printing 
costs. 

The task of the Editor has many compensations and satisfactions of a 
nonmonetary character. The duties of the office are, however, fairly ardu- 
ous, in large part because they are added as a sideline to an already full 
load. The incoming editor might well be provided with more technical as- 
sistance than in the past. Nearly all associations provide such assistance 
more adequately than we do. Your new editor may have an eye for catching 
such things as whether postwar has been consistently used as a single 
word or has been hyphenated, or whether all the footnotes meet the 
standard form, but your present editor does not. This is a technical job 
requiring special skills and it is unreasonable to ask the editor to do it. In 
addition, there is a considerable load placed on the stenographic staff of the 
institution at which the editorial office is located. This involves perhaps 
two hundred communications for each number and the Association should 
at least partially compensate the staff for this. We cannot continue in- 
definitely to be subsidized by the institution at which the editorial office is 
located. 

At the beginning of my tenure of office, we actively endeavored to stimu- 
late articles, but toward the close the flow of material has increased until 
we have become largely a sifter of material. To solicit an article now means 
that we must reject a voluntary contribution. If the JouRNAL is to have a 
policy then solicitated articles are essential and we should provide m:2ans 
for expansion for this purpose. 

The bulk of the material in the JourNAL, however, depends upon the 
voluntary contributions of the membership. No editor can keep abreast of 
this material and its flow to the JourNnau depends upon the efforts of the 
members. This is particularly true of the work of the younger members of 
the staff, and it is to be hoped that the older staff members and department 
heads will be alert in directing worth while writing to the JouRNAL. 
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The Editorial Council was charged with the selection of the title and 
editor for the volume of readings to be published by the Blakiston Com- 
pany. It was decided that the volume should deal with agricultural policy 
and Dr. O. B. Jesness was selected as editor. The outstanding article pub- 
lished in the Journat during the year of 1947 was selected by a committee 
composed of F. V. Waugh, F. F. Hill, E. C. Young and the editor. The 
next selection will cover the period from January 1, 1948 to the May issue 
‘n 1949 and subsequent selections will relate to four successive issues, be- 
ginning in August and ending in May. 

I wish to particularly acknowledge the support and assistance of the 
Editorial Council and the work of the Associate Editors. There have also 
been many individuals too numerous to mention here who have contributed 
greatly by guiding articles to the JourRNAL and by constructive criticisms. 

Respectively submitted, 
Warren C, Waite 


REPORT OF THE LIBRARY-CUSTODIAN 


“. tisfactory progress in assembling a library of the publications of the 
members of this Association may be reported at the end of the first year of 
the effort. Some fifty bound volumes and a quantity of bulletins and off- 
prints are now on the shelves. Prominent among the books are the series 
American Cooperation, and most of the books of Edwin Nourse. A number 
of the works have been contributed by foreign scholars, including the 
Chinese. 

The growing mass of bulletin publications raises a problem of handling. 
We asked that they be submitted in bound collections, but that has not 
always been practical from the standpoint of the donors. It will soon be 
necessary to provide boxes for such publications in anticipation of ultimate 
binding. 

Your Committee on the Library recognizes, however, that the chief aim 
is still to collect the works which should be on our shelves. We have been 
disappointed that some of the veterans of the Association have not yet 
been able to present their works. We know that some of them have been 
deterred by the scarcity of some of their volumes. During the next year we 
propose to make a concentrated effort to crack this part of the problem. 
Success in acquiring more of the works of the early leaders in the field 
should increase the Library’s standing and prestige so that regular con- 
tributions may well become habitual to Association members as they get 
into print. We are enlisting the support of those who can and will aid in this 
critical phase of our operation. 

No progress has yet been made as to the ultimate housing and use of the 
Library. Most research libraries in the United States suffer from over- 
crowding at present, but once that situation is relieved there is reason to 
believe that existing libraries will be willing to house and administer such 
a collection so that it may have the maximum use and security. The 
Director of the State Historical Society of Wisconsin, Dr. Clifford Lord, 
had indicated a lively interest in our collection. Upon the completion of the 
projected University Library, there should become available in the 
Society’s building an adequate space for shelving and for study usage. 
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The Committee on the Library is considering the question of regulation 
of the use of the Library to create the best opportunity for service to 
scholars. 

Respectfully submitted, 
H. Giover 


September 10, 1948 
To: Dr. Wiuu1am G. Murray, President 


The American Farm Economic Association 
Subject: Report on Work of Special Grants Committee for 1948 


The Special Grants Committee was appointed in 1947 to raise funds for 
a Meritorious Research Award to be conferred annually for the outstand- 
ing piece of research published in the field of agricultural economics. The 
Committee—consisting of Mr. Arthur, Mr. Hoffman, and myself—met 
several times during the year to discuss the form of the solicitation letter 
and the list of persons and organizations to be contacted. 

Based on our recommendations made at the Annual Meeting last year, 
it was felt that the solicitation should be general enough to include a good 
cross-section of business firms and enterprises, and all letters should be 
written on American Farm Economic Association stationery. It was de- 
cided that Mr. Hoffman would contact the dairy companies and suppliers 
of dairy equipment, some of the edible oil companies, and the cooperatives. 
Mr. Arthur agreed to solicit the meat packers, fertilizer associations, a few 
farm implement companies, and some of the cooperatives. I agreed to 
canvas the grain, feed, and milling trade, and a number of the vegetable 
oil companies. 

We began our solicitation about May 1, 1948, and made two subsequent 
follow-ups. We have received $12,925 to date from a total of 120 firms 
solicited. We also received a few rain checks from firms who said they were 
unable to include in their budget this year but suggested ihat we contact 
them at some future date. In addition, we are holding a check for $1,000 
from Cargill, Incorporated, pending confirmation from the Treasury De- 
partment stating that contributions to this fund are tax exempt. There is 
a complete record of all firms contacted and replies received in our files if 
the Committee has need of them at any future date. 

In response to your request, I have checked with the other members of 
the committee and we have no specific recommendations to make to the 
Executive Committee at this time regarding the use of the funds raised, 
other than the following suggestions which were made in our report last 
year: 


1. Consideration might be given to awarding more than one prize an- 
nually. 

2. Arrangements might be made to assist in printing the prize-winning 
papers for general distribution as a number of those contributing 
expressed a desire to receive copies of the research results. 


We feel that the program as outlined by the Special Awards Committee 
is very adequate. 


| 
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I would like to express my appreciation to both Mr. Arthur and Mr. 
Hoffman for their assistance and cooperation. 
HENDEL, Chairman 
Special Grants Committee 


1949 ANNUAL MEETING 


It is essential that plans for annual meetings of the Association be in- 
itiated 18 months or two years in advance of the dates of these meetings. 
The membership of the Association has recognized this situation with gen- 
eral instructions to its Executive Committee to so proceed. Hence your 
1948 Executive Committee already has gone forward with tentative plans 
for the 1949 meeting. 

In past years our Association has taken action to promote greater 
mutuality of interest, primarily through arrangements for joint member- 
ship, with the Western Farm Economics Association, the Canadian Agri- 
cultural Economics Society and like groups. Still another move toward 
this end is the idea of joint meetings with these affiliated groups. A step 
in this direction is proposed for 1949. Tentative plans have been made 
looking toward a joint meeting in 1949 with the Western Farm Economics 
Association at a location accessible to both groups. 

Looking beyond 1948, an invitation already has been extended officially 
by the Canadian Agricultural Economics Society for a joint meeting in 
Canada in 1950. In view of Statements made by our Southern members, 
I have no doubt that they are anxious to have an annual meeting of our 
Association held in North Carolina or some other comparable place in their 
region at the earliest possible moment. 

Finally as to joint meetings with the other social science groups, even 
though our annual meeting takes the form of a summer session, there re- 
mains the opportunity to develop further what is the equivalent of a sec- 
ond meeting of our Association each year. For 1948, joint sessions have 
been arranged by your President with two of the social science groups 
meeting in Cleveland in December. In later years, such joint sessions 
might well be supplemented by a separate session or two of our own group. 
Thus contacts with the other social science groups can be maintained to 
the advantage of all concerned. 


(Signed) Haroitp HEepGEs 


REPORT ON ESTABLISHMENT OF 
STUDENT CHAPTERS 


A few months ago a movement was initiated by the officers of the Aggie- 
X Club at Oklahoma A. & M. to form a national organization of Aggie-X 
Clubs. After brief consideration of this movement, it seemed desirable to 
explore the possibility of making provision for the formation of student 
sections of the American Farm Economic Association on college campuses. 
This has been done by certain other professional societies, notably the 
American Society of Agronomy. 


It is proposed that provision be made for student sections of the Ameri- 
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can Farm Economic Association. The following paragraph will be added 
at the end of the present Article ITI: 

“Student sections of the American Farm Economic Association may be 
authorized in colleges or universities that offer courses in agricultural eco- 
nomics, farm management, or allied fields. Establishment of student sec- 
tions shall be under such rules as the Executive Committee may decide.” 

The Executive Committee recommends that a student in an accredited 
college or university authorized to grant degrees, who, by his selection of 
courses has indicated an interest in agricultural economics or farm manage- 
ment, may affiliate with the American Farm Economic Association as a 
student affiliate. Such student must be a member of the student section 
of the American Farm Economic Association on his campus. 

Student sections may form a national student organization, hold meet- 
ings, elect officers, arrange programs, and adopt a constitution and by- 
laws, provided that such constitution and by-laws do not conflict with the 
constitution and by-laws of the American Farm Economic Association. 
The national student organization may decide the time and place of its 
annual or special meetings, with the approval of the AFEA officer in 
charge of student sections. 

The First Vice President of the American Farm Economic Association 
shall be charged with the responsibility of supervising student sections 
of AFEA and the national student organization. 

(Signed) Burz 


REPORT ON THE POLICY COMMITTEE OF THE 
AMERICAN FARM ECONOMIC ASSOCIATION 


Two years ago, when Asher Hobson was demoted from Secretary- 
Treasurer to President, he made a very interesting report. This report 
showed that by following conservative policies we had been able to build 
up a reserve fund of over $50,000. Dr. Hobson went on to express the hope 
that “with these reserves the Association is now in a position to expand 
its activities without the constant threat of insolvency.” 

This hope—shared by most of us—was based upon the assumption that 
the $5 membership fee would take care of our regular expenses, and that 
we could finance new activities from the income received from investments. 
The Executive Committee was ready to throw off its traditional conserva- 
tism and to recommend the spending of Association money for new activi- 
ties. 

But when the Executive Committee met early this year it was informed 
that we were faced with rising costs and might actually experience a 
deficit. Our biggest cost is printing. We found that five issues of the Jour- 
NAL this year would cost about $5 for each set sold. Thus, the regular 
membership fee of $5 barely covers the cost of the JouRNAL, and provides 
nothing for other regular expenses nor for expansion. 

In view of this situation President Bill Murray appointed a policy com- 
mittee and asked it to bring in recommendations for consideration by the 
Executive Committee and by the members of the Association. 

We have looked at this assignment primarily as a problem in economics. 
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We have considered several possible courses of action and have tried to 
estimate their effects upon our income and our expenses over a period of 
years. We were not so hard-boiled, though, as to look at the job entirely 
from a monetary point of view. We certainly recognized that the Associa- 
tion is not in business to make money, but to stimulate progress in our 
profession. 

Early in its work, the committee wrote to all the living past presidents 
of the Association. Almost all of them replied. Their letters have been 
invaluable not only for the specific advice given, but also for the general 
background they give of our history, our early difficulties, and our gradual 
growth in size and in influence. 

The Policy Committee makes the following recommendations: 

1. Objectives of the Association. 

We can not have a clear and consistent policy unless we have a thorough 
understanding of our objectives, or purposes. 

Article IT of the Constitution reads. 

“Object. The object of this association shall be to promote effective 
investigation and free discussion of topics and issues in Agricultural 
Economics, and higher standards of accomplishments in research, teach- 
ing, and extension in this field by fostering study, writing, and contacts 
which contribute to these ends.” 

The committee believes that it would be desirable to state our objectives 
more specifically, and in greater detail. We recommend that the following 
statement be substituted for Article II of the Constitution: 

Objectives: The objectives of this association shall be: 

1. To encourage effective investigation and free discussion of the vari- 

ous topics and issues in Agricultural Economics. 

2. To promote and maintain high standards of accomplishment in re- 
search, teaching, and extension in agricultural economics by fostering 
study, writing, and contacts which contribute to this end. 

3. To stimulate objective analysis and discussion of existing and pro- 
posed economic policies and programs affecting the welfare of farmers 
or affecting the general public as consumers of food and fiber. 

4. To provide a means of publication (JouRNAL or Farm Economics) 
for scholarly analyses and research findings in the field, and other 
items of general interest to the membership. 

5. To promote interest in and understanding of the profession of agri- 
cultural economics among undergraduate students in American col- 
leges. 

6. To provide a medium for effective professional cooperation between 
agricultural economists and scientists in other fields. 

7. To solicit the interest and support of farmers, consumers, and other 
economic groups in the study and analysis of the economic problems 
of agriculture. 

With the above objects in mind, we make the following further recom- 

mendations: 

2. Reserve fund. For 20 years we followed a conservative policy to build 


a reserve fund. We set a goal of $50,000. That goal has been reached. We 
recommend : 
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a. That further efforts to increase the reserve fund be secondary; but 

that 

b. We should take steps during the coming year to guard against deple- 

tion of these reserves, with the goal of holding the fund at about 
$50,000. 

8. Regular expenses. The committee considered many possible reduc- 
tions in expenditures. The only substantial reduction would be that re- 
sulting from a cut in the size of the Journau. The committee does not 
recommend such a cut at this time. If the Association should experience 
deficits in the next year or two we will need to consider returning to the 
basis of 4 issues a year instead of the present 5 issues. But this should not 
be done unless it is clearly necessary. The high standard set by the Jour- 
NAL in recent years should be maintained. 

The committee recommends continuing for at least one more year all 
other authorized expenditures, including the $100 prize for the best Jour- 
NAL paper. We suggest that, in addition to the cash award, the winner be 
given a suitable scroll or memento. 

4. New expenses. While we were building up our present reserve fund 
we were conservative about spending money. We do not propose now to 
become spendthrifts. Our policy should be to put the Association as rapidly 
as possible on a sound financial basis, in order to expand our activities in a 
variety of ways. 

When we are in a position to increase our expenditures, first priority 
should be given to paying for clerical help for the Secretary-Treasurer and 
for the Editor of the JouRNAL. 

5. Membership. We recommend an active membership drive during the 
coming year. Not only should this drive be directed to every professional 
agricultural economist; we should enlist the support of any interested per- 
son. 

Some non-economists might think, this a peculiar way to meet our budg- 
etary situation. If the membership fee barely covers the cost of the Jour- 
NAL, why try to get more? The answer is that the marginal cost of printing 
an additional set of the JouRNAL is about $2.50. We make a profit of 100 
percent on each additional member. 

We recommend further that the Executive Committee of the Associa- 
tion appoint a “Membership Council” with the Secretary-Treasurer as 
“Membership Chairman,” whose duty it will be to organize and conduct a 
campaign to increase the paid membership in the American Farm Eco- 
nomic Association. Membership on this council should be representative 
of the major geographical areas of the country, and should also represent 
institutional groupings such as USDA, Chicago area, agricultural indus- 
tries, and the like. It should be the goal of the membership council to raise 
the total number of individual numbers from the present figure of 1,310 
to something over 2,000. In succeeding years this goal might be raised 
even higher. 

6. Membership fees. We recommend that the present membership fee 
of $5 be maintained for at least one more year; and that during that year 
no change be made in the fees for Junior members nor for joint member- 
ships with the Western and Canadian Associations. 
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We know that most other professional associations have found it neces- 
sary to raise their dues. There is at least one striking exception. The 
American Economic Association has been able to continue its $5 rate be- 
cause of its membership of about 5,000. 

But our $5 rate is not sacred. It was established in the early 1920’s when 
prices, and incomes, were far below present levels. Within two years we 
should be prepared to provide from $2,000 to $3,000 a year for clerical help 
to the officers. We should publish a new membership directory and an index 
of the JourNaL. We should take on many new activities. If within two 
years it is clear that we can not do these things without raising our dues, 
we should raise them. But we feel it is important to keep the dues as low 
as is consistent with our ability to expand our activities and to make real 
progress. 

7. Fiscal year and election of officers. We recommend that, if the fall 
annual meetings are continued, the fiscal year of the Association be 
changed to end at about the time of the meeting. 

We further recommend that the election of officers take place before the 
annual meeting, and that the new officers begin their term of service imme- 
diately after the meeting. This will give the members full information on 
the current budgetary situation at the time of the meeting; it will let them 
know their new officers; and it will avoid the time and expense of a special 
meeting of the Executive Committee. 

8. Recognition of past presidents. Our correspondence with past presi- 
dents has been stimulating to us. It was especially delightful to hear from 
such old-timers as Dr. H. A. Morgan, president in 1916 and until this year 
a director of TVA; Mr. H. W. Jeffers, president in 1917 and still in the 
milk business in New Jersey; and Dr. G. A. Billings, president in 1918 and 
for many years a member of the U. S. Tariff Commission. 

But it is sad to realize that 9 of our past 37 presidents have died. This 
includes the first 4—Spillman, Warren, Otis, and Boss. 

Perhaps the committee is going beyond the intended scope, but it is 
inclined to suggest to the incoming officers that some suitable way be 
found to perpetuate the memory of these men. One possibility is a set of 
autographed photographs to be collected by the Library Custodian. An- 
other is that the JourNau publish a series of short letters by the oldest 
past presidents. 


Summary 


The Association should not consider a policy of retrenchment. We must 
go forward. We should not curtail our program. Our greatest need is for 
new members. We propose a drive to get them. In the meantime, we pro- 
pose continuing the present membership fee of $5. 

Signed: Freperick V. Waueu, Chairman 
L. J. Norton 
E. L. Burz 


REPORT OF MARKETING GROUP 


At your suggestion a meeting of association members interested in 
marketing was held to consider whether this association should have a 
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Committee on Marketing and, if so, what functions such a committee 
should perform. This group also considered the suggestion of the American 
Marketing Association that a joint Committee on Agricultural Marketing 
be set up to deal with matters of mutual interest, to avoid duplication and 
to coordinate and strengthen relationships between the two groups. The 
vice-chairman of the Agricultural Marketing Committee of the American 
Marketing Association, Mr. L. D. Colburn, and another member of that 
committee, Mr. R. J. Eggert, were among those who attended this meet- 
ing. 

The consensus of views expressed at the meetings was that this associa- 
tion should have a Committee on Marketing and that one of the functions 
of this committee should be to collaborate with the Agricultural Marketing 
Committee of the American Marketing Association on matters of common 
interest. 

It was apparent from the discussion that there are a number of problems 
on which such a committee could make a valuable contribution. Some of 
these problems to be considered by the committee for study are: 

1. The development of a program on marketing for the annual meeting 
of the association, if the President of the association sees fit to use 
the committee for that purpose. 

2. Recruitment and training of personnel for marketing work, including 
a study of the kinds of training needed for various types of jobs in 
this field and the adequacy of training provided by the agricultural 
colleges, commerce colleges, and other institutions. 

3. Marketing research, with particular attention to objectives, method- 
ology, and kinds of projects that need to be undertaken. Such special 
problems as how to bring about more effective organization and 
conduct of regional research and how to work out more satisfactory 
relationships between federal agencies and the educational institu- 
tions may well be considered by the committee also. 

4. Ways of bringing about more prompt and more effective use of the 
findings of marketing research. This will involve a consideration of 
extension work in marketing and the possibility of developing more 
effective methods of bringing the findings of marketing research to 
the attention of those who can use them for public as well as private 
advantage. 

While it is recognized that other agencies are dealing with some of these 
problems, we believe that a committee of this association, working with a 
similar committee of the American Marketing Association, can render use- 
ful service. 

Under the circumstances, it seems best to appoint a committee in which 
various aspects of marketing, such as research, teaching, and extension, 
are represented and to give this committee a rather broad assignment so 
that it may select for special attention those matters with which it can deal 
to the greatest advantage. 


(Signed) LeLanp Spencer, Temporary Chairman 
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